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NEW EPOCH IN TRUST ADMINISTRATION 


EMERGING FROM SEARCHING TESTS WITH 100 PER CENT SAFETY 


UST administration enters upon 

fertile new fields of service and 

opportunity. It has acquired far 

greater stature and sinew by meet- 
ing and safely overcoming the supreme tests 
of the past two years. These have been far 
more severe and searching than any en- 
countered since the inception of the idea of 
corporate handling of estates and property 
in all their multiple relations. No previous 
crisis or period of business reverse has car- 
ried such direct challenge to the qualities of 
integrity, responsibility and protection that 
are implied in trust management. Such 
claims have now been made strikingly mani- 
fest in a manner and under circumstances 
that must command increasing measure of 
public confidence and reliance. 

Evidence lies at hand from official sources 
which confirm that trust companies and 
banks, engaged in the conscientious per- 
formance of trust duties, have weathered 
the tempests of the past two years more 
safely and immune from loss than any other 
type of financial service. In view of the 
appalling number of bank failures during 
the current year and the frequent occur- 
rence of the title “trust company” in the 
banking mortuary columns Trust Com- 
PANIES Magazine has conducted a second 
questionnaire of the subject of safety of 
trust management. 

It may be recalled that there appeared in 
the January, 1931 issue of Trust Com- 
PANIES, the assembled replies from the 


banking supervisory authorities of forty-six 
of the forty-eight states, including advice 
from the Comptroller of the Currency rela- 
tive to national banks exercising fiduciary 
powers. ‘These recorded with remarkable 
unanimity that insofar as official records 
show, and as distinct from unavoidable mar- 
ket depreciation of securities, no losses 
had been sustained by estate or trust funds 
administered by trust companies and banks 
by reason of failure, mismanagement or 
malfeasance. These records in most cases 
covered the entire period since the organiza- 
tion of the respective state banking depart- 
ments and brought returns up to Novem- 
ber Ist, 1930. 

Notwithstanding the assurance that this 
record of integrity in trust management has 
been maintained during the current year, 
there are problems that have been acutely 
forced to the surface by recent developments 
in the banking fold. It is unquestionably 
misleading to a large part of the public and 
disconcerting to trust officials to meet 
almost daily with glaring headlines announc- 
ing the failure of banks, many of which bear 
the “trust company” title. It represents a 
profligate abuse and a licensed misappropri- 
ation of a title that deserves to be held 
sacred and jealously guarded. It casts dis- 
credit upon state as well as federal super- 
visory authority which countenance such 
abuse of a good name, demanding more 
rigorous legislative action to clearly differ- 
entiate between the right to appropriate and 
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to conduct either trust and banking 
functions. 

It must now be clear that the conscience- 
less and promiscuous manner in which 
charters have been granted permitting bank- 
ing institutions to deceive the public and 
masquerade as “trust companies” without 
having any serious intention, idea of respon- 
sibility or the needed qualification to assume 
such responsibilities, calls for redress. With 
but rare exceptions the banks that have 
fallen by the wayside and calling themselves 
“trust companies,” belong to this category. 
Too often the title which conveys guarantee 
of trust and fidelity has been dragged in the 
mud by sensational and unsavory disclosures 
or litigation relating solely to banking con- 
duct and having nothing whatever in com- 
mon with trust administration. 

Because so many people are unfamiliar 
or fail to recognize the wide and funda- 
mental distinction between banking and 
trust service, it becomes the solemn duty of 
legislatures and banking supervisory au- 
thorities to guard against such injustice. 
It is an affront to established and respon- 
sible trust companies which have labored 
faithfully through this and previous genera- 
tions to maintain the ideals of trusteeship. 
What is even more to the point this parasit- 
ical practice of wrongful assumption of the 
trust title is nothing more or less than a 
practice of deliberate deception upon the 
public, which should no longer be tolerated. 
Trust men resent such invasion and have a 
right to demand lawful protection. 

A recent survey conducted by Trust 
CompPANIES, of the laws of the various states 
relative to restrictions upon the use of the 
title “‘trust company,” and the granting of 
charters permitting such corporate designa- 
tion, reveals a deplorable lack of adequate 
statutory protection. Very few of the states 
have effective laws, such as exist in Cali- 
fornia, for example, which confine the use 
of the trust title to institutions which ac- 
tually engage in fiduciary business or seek 
trust powers in good faith with proper un- 
derstanding of responsibilities, qualifica- 
tions and equipment. There is likewise a 
palpable weakness in the laws defining 
functions and qualifications. The situa- 
tion demands the careful framing of a 
model law uniformly applicable to all the 
states. 
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OFFICIAL RECORDS AGAIN AF- 
FIRM INTEGRITY OF TRUST 
ADMINISTRATION 


EPLIES to the latest questionnaire 
addressed to the bank supervisors of 
the forty-eight states, bringing the 
survey up to the approximate date of Oc- 
tober 1, 1931, again corroborates from offi- 
cial records the high degree of protection 
afforded by corporate fiduciaries. It com- 
prehends a year of unprecedented banking 
fatalities and slashing of values. In the few 
cases where closed banks maintained trust 
departments, as for example, in Toledo, 
Philadelphia, New York and several other 
cities, the official examinations and advices 
from other reliable sources, show that bank- 
ing insolvency has not involved trust lia- 
bilities which have been kept separate and 
subject to the safeguards imposed by 
statutes. Most of these trust departments 
of closed banks are being conducted by state 
authorities as solvent organizations. 

Typical of latest official advices from state 
banking departments and especially signifi- 
cant because of the recent epidemic of bank- 
ing failures in Pennsylvania is the reply 
received from Secretary of Banking William 
D. Gordon of Pennsylvania, stating as of 
October 19, 1931: 

“With reference to your letter of October 7th, 
we are pleased to inform you that regardless 
of the failures in Pennsylvania since Novem- 
ber 5th, the date to which you refer, we know 
of no reason why there should be any loss of 
fiduciary funds held by banking institutions 
located in the Commonwealth of Pennsylvania, 
other than that which may be sustained 
through depreciation in the market value of 
trust securities.” 

The important point to be stressed is 
that wherever there appears any element of 
loss to trust accounts owing to bank failure, 
that such losses have not been carried on to 
the trust or estate beneficiaries. Experience 
has shown that wherever liquidation of the 
bank is unavoidable that trust liabilities 
are amply covered by the preferred creditor 
status, capital responsibility, by the de- 
posit of securities required by law to guar- 
antee safety of fiduciary holdings as well 
as other legal safeguards which have been 
uniformly effective in keeping the trust 
department free from banking management 
and insolvency. 
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CREDIT POOL—FINANCIAL 
STATEMANSHIP IN ACTION 


fa w|HE promptness with which leading 
bankers have mobilized and speeded 
into action a $500,000,000 credit 
reservoir through the organization of the 
National Credit Corporation, in response to 
President Hoover’s request, may well sig- 
nify the passing of the zero hour in business 
depression and mark the first real step 
toward restoration of confidence and morale. 
It is precisely the type of unity and finan- 
cial leadership to which, in default of poli- 
tical or economic formulae, the nation must 
look for release from its neurotic afflictions. 
As a demonstration of the liquid resources 
and underlying soundness of the banking 
structure, it should serve to allay the un- 
reasoning hysteria of hoarding in communi- 
ties where solvent banks have been forced 
to the wall with the consequence of intensi- 
fying distress and business blight in such 
sections of the country. 

The half billion dollar credit pool is pri- 
marily designed as an emergency measure 
to enable hard pressed banking institutions 
to secure release of assets not now eligible 
for rediscount at the Federal Reserve banks. 
But there is a much greater importance to 
be attached to this new alignment of bank- 


407 


ing leadership and resources. Our banking 
history teaches that the successive improve- 
ments in our banking and currency system 
have usually followed upon periods of un- 
usual trial and reverse. This one may not 
prove an exception. The manner in which 
President Hoover’s appeal has enlisted the 
best banking brains of the country suggests 
and may pave the way to fundamental and 
much needed revision of the entire banking 
and credit systems. It brings forth a type 
of financial statesmanship far more effective 
than political interference. 


The Federal Reserve was helpless to pre- 
vent the diversion of its own as well as 
bank credit resources into speculative chan- 
nels during the foolish era of inflated pros- 
perity. It has now proven equally incapable 
of meeting just such an emergency demand 
for which it was originally designed and 
prevent the recoil of deflation to demoral- 
izing extremes. Whether intended or not, 
the prime fact that looms up back of Presi- 
dent Hoover’s plan, is that the responsi- 
bility for more efficient control and employ- 
ment of banking and credit resources must 
be brought more immediately to the doors 
of bank management itself. There is no 
escape. The units of our dual banking sys- 
tem are too numerous, interests are too 


OFFICERS AND DIRECTORS OF THE FIVE HUNDRED MILLION NATIONAL 
CREDIT CORPORATION 
Daniel G. Wing, Boston; George M. Reynolds, Chicago, Chairman; Mortimer M. Buckner, 


(Left to right, seated): 
New York, President; Walter W. Smith, St. Lous. 


(Standing, front row): 


Alfred E. Mudge; Alfred E. Cook; Arthur 


E. Braun, Pittsburgh; Edward W. Decker, Minneapolis; John M. Miller, Jr., Richmond; Frank B. Anderson, San 


Francisco; John K. Ottley, Atlanta and Nathan Adams, Dallas. 


(Standing, rear): Livingstone E. Jones, Philadelphia; 


and W.S. McLucas, Kansas City 
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diversified and our politicians are too fickle 
and inexperienced to admit of such effective 
controls of discount rate and open market 
operations as characterize Central Banking. 

How adequate or efficient the $500,000,- 
000 national credit pool may prove to ar- 
resting bank failures and restoring confi- 
dence, is conjectural at this stage. It is 
conceivable that it may be necessary to 
call upon subscribing banks to increase the 
available principal to one billion dollars, 
which should also be readily available. It 
may be that the public mind has been so 
restored to sanity by this assurance of bank- 
ing power that no additional mobilization 
will be needed. In either event, the experi- 
ence points the way to the real solution of 
major problems in so far as banking trou- 
bles are concerned; namely, reliance upon 
continued leadership, voluntary initiative 
and coordinate effort among the bankers 
themselves. Depression is a spectre which 
knocks most loudly at the inner sanctums 
of our banking institutions. The manner 
and courage with which bankers individu- 
ally and collectively deal with this appari- 
tion will determine the course of general 
business in the immediate and near future. 


2%, 2 2°, 
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LEGISLATIVE PROTECTION FOR 
TRUST INVESTMENTS IN RAIL- 
ROAD SECURITIES 


RUST companies and savings banks, 
'T| in New York at least, will not be 
forced to dump railroad securities 
upon a demoralized market by reason of 
threatened loss of their legal status. Assur- 
ance is forthcoming of legislative protection 
at the approaching session of the New York 
legislature which will enable trustees to 
retain railroad obligations which fail to 
meet statutory requirements as legal in- 
vestments and guarding them against sur- 
charge or other liabilities in continuing to 
hold such securities in trust estates. 
Announcement has been made by a joint 
legislative committee that existing legal 
requirements for railroad bonds will be 
temporarily modified in view of the in- 
ability of the railroads to meet earning re- 
quirements for fixed charges equal to one 
and a half times such fixed charges during 
the current year and applicable to dividends 
equal to at least four per cent of outstanding 
capital stock. It is understood that such 
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emergency legislation will provide for a 
reduction in the required ratio of railroad 
earnings from one and a half to one time the 
fixed charges and that bonds which were 
legal on January 1, 1931, will continue legal 
as long as all payments of principal and 
interest are made, although earnings during 
the period do not equal the requirements of 
the present law as to legal investments. 
Such legislative modifications are to be 
urged also in other states having similar 
fixed requirements. 

It is stated that railroad bonds to the 
total amount of $5,748,000,000 par value 
which are now legal investments for trust 
companies and savings funds in New York 
State, will cease to be legal under present 
statutory requirements because of the low 
ebb of railroad earnings during the current 
year, unless the law is temporarily modified. 

Refusal of the Interstate Commerce 
Commission, announced October 20, to 
grant railroads the requested 15 per cent 
increase in rates, subjects railroad earnings 
and credits to still greater handicaps. In the 
first eight months of 1931 the class 1 rail- 
roads of the United States earned only 2.14 
operating income as compared with 3.45 for 
the same period last year, and which is 
materially below statutory rate. 

Banking authorities are acting with com- 
mendable discretion not only as to trust, 
but also bank investments in high grade 
securities which have suffered serious mar- 
ket depreciation. Advices from Washington 
indicate that some form of railroad revolv- 
ing fund is under consideration to stabilize 
bond values and also protect investors in 
connection with defaulted bonds. The 
Comptroller of the Currency has made a 
temporary ruling that national banks will 
not be required to charge off for deprecia- 
tion certain grades of bonds. Similar emer- 
gency policies have been adopted by the 
banking departments of New York and 
other states. In the field of insurance com- 
pany investments, the recent national con- 
vention of State Insurance Commissioners 
decided to allow companies in their juris- 
dictions to carry their investment portfolios 
at the level of June 30th, in making their 
annual reports for this year. Coordinated 
backing is likewise urged in connection with 
real estate mortgage bonds of which it is 
estimated over $8,000,000,000 are not in 
good standing. 
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PROPOSED LIBERALIZATION OF 
FEDERAL RESERVE ACT 


NQUESTIONABLY Congress will be 
deluged at the approaching session 

with a multitude of propositions to 
amend the Federal Reserve Act and recast 
the banking and currency systems of the 
country. The fact that legislative action is 
contemplated is affirmed by measures in 
preparation by Congressional committees, 
and by President Hoover in announcing 
plans for the national credit pool when he 
stated: ‘TJ shall propose to the Congress that 
the eligibility provisions of the Federal Re- 
serve Act should be broadened in order to give 
greater liquidity to the assets of the banks and 
thus a greater assurance to the bankers in 
granting of credits by enabling them to obtain 
legitimate accommodations on sound securi- 
ties in times of stress. Such measures are 
already under consideration by the Senate 
Committee upon Banking and Currency.” 

This statement from President Hoover 
acquires added significance when coupled 
with his remarks in his Indianapolis ad- 
dress last June, when he said: “Jt is obvious 
that the Federal Reserve System was inade- 
quate to prevent a large diversion of capital 
and bank deposits from commercial and in- 
dustrial business into wasteful speculation 
and stock promotion. It is obvious that our 
banking system must be organized to give 
greater protection to depositors against fail- 
ures.” 

The banking community must be pre- 
pared for Congressional bellowings. It is 
absurd to assume a Pharisaical attitude 
toward the subject. Up to October Ist of 
the current year an unprecedented total of 
1,213 banks have closed their doors, with 
deposit liabilities in excess of one billion 
dollars, and during the past decade the 
number of banking units has been reduced 
through failures, mergers and liquidations 
from over 30,500 to 22,000. Many closed 
banks have reopened. Many solvent banks 
were closed because of unreasoning de- 
mands. The final liquidation will show but 
a relatively small percentage of loss to de- 
posits, as past experience has shown. 

These facts are recited because they will 
be sufficiently aired in Congress and because 
it becomes the urgent duty of the respon- 
sible bankers of the nation to exert united 
influence to dissuade Congress from com- 
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mitting itself to radical half-baked or puni- 
tive measures militating against normal 
banking and business progress. It is hardly 
likely that nationwide or ‘economic area” 
branch banking will receive much consid- 
eration in view of recent developments. 

The most delicate phase of proposed Con- 
gressional treatment is that which deals 
with the demand for letting down the bars 
in the provisions of the Federal Reserve Act 
governing eligible paper for rediscount. 

In this issue of Trust Companies there 
is presented a symposium presenting the 
views of a number of leading bankers and 
of members of Congress as to the advisa- 
bility of broadening the rediscount provi- 
sions of the Federal Reserve. While there 
is general agreement that the Federal Re- 
serve is susceptible to improvement to func- 
tion more effectively in time of unusual 
need such as the present, the weight of con- 
servative banking judgment is strong for 
the maintenance of liquid assets in the 
Federal Reserve Banks and against any 
diversion which will in effect again render 
the banking system subject to the vissici- 
tudes of bond-secured currency. 


So te 
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AMERICAN BANKERS ENDORSES 
HOOVER PLAN 


SIIMELY and immediate action was 

} registered at the recent annual conven- 

tion of the American Bankers Asso- 

ciation in support of President Hoover’s 

plan for a five hundred million dollar credit 
pool as follows: 

“We heartily approve the plan of the 
President of the United States under which 
a $500,000,000 bank pool is being created 
for the purpose of meeting the discount 
demands of bankers who find it advisable 
in supplying the needs of the public to ob- 
tain funds from collateral of a character, 
which though sound, is not eligible for re- 
discount directly or indirectly with the 
Federal Reserve banks. 

“The operation of this pool, which would 
be available for use by all sound banks, both 
State and National, should immediately re- 
move the restriction upon credit through- 
out the United States that has been the 
cause of so much anxiety to bankers and 
the public and should serve to reestablish 
confidence throughout the length and 
breadth of this country.” 
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“HIGH LIGHTS” AT AMERICAN 
BANKERS CONVENTION 


HILE not slighting the element of ir- 
responsible management which ac- 
counts for the majority of banking 
fatalities during the past decade, the em- 
phasis in the discussions and reports at 
the recent annual convention of the Amer- 
ican Bankers Association was placed upon 
the fact that the permanent or temporary 
closings during the first eight months of the 
current year involved only 1.2 per cent of 
the 57 billions of deposits held by 22,769 
banks in operation at the beginning of the 
year. The report of the Economic Policy 
Commission emphasized that while adverse 
banking developments have been exploited 
and magnified in the public mind, there has 
been wholly inadequate expression to the 
remarkable manner in which the great ma- 
jority of banking institutions have met and 
overcome unprecedented difficulties over 
which they have little or no control, and due 
to abnormalities outside of the province of 
sound banking conduct. 

It was significant that the proceedings of 
the American Bankers Association gave 
clear accent to faith in the ability of the 
banking profession to emerge from the pres- 
ent test much stronger and better in every 
way, and that the bankers must look to 
their own management, to community of 
effort and cooperation to attain the stand- 
ards that will fully restore public confidence 
and render impossible for similar conditions 
to arise. One important point brought out 
was the necessity for bankers to educate 
their customers as to the real functions of 
banking, because a great many people have 
been induced to become depositors by stren- 
uous competitive methods and who, in time 
of stress are likely to become the most 
pressing liabilities. There is no activity 
which the American Bankers Association is 
now engaged in so valuable as that per- 
formed by its Bank Management Commis- 
sion in diagnosing the weaknesses of bank 
management and shaping formulas that will 
make for greater stability of assets, effi- 
ciency, reduction of needless overhead, ap- 
plication of service charges and other habits 
which have contributed toward the heavy 
toll of banking failures. 

The resolutions adopted at Atlantic City 
expressed faith in the preservation of mone- 
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tary standards, and that American credit is 
still the strongest in the world. The large 
resources of the Federal Reserve have been 
scarcely touched. A timely recommenda- 
tion was the extension of the international 
debt moratorium beyond July 1, 1932, as a 
means of mitigating uncertainty. The As- 
sociation also went on record against the 
dole and endorsed efforts to bring about 
effective world disarmament. 


2%, 2, %, 
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END OF CHEAP MONEY POLICY 


HILE the announced purpose of the 
increase in Federal Reserve Bank 

rediscount rates to 31% per cent is 
to establish more normal relationships be- 
tween different groups of interest in the 
money market, there are other major de- 
velopments to account for the abandon- 
ment of the fruitless cheap money policy 
pursued since the first stock market crash. 
Due to hoarding and heavy deposit with- 
drawals, the volume of money in circulation 
has increased $400,000,000 since Septem- 
ber 17th, to unprecedented total of $5,- 
246,000,000 on October Ist. Since Great 
Britain ceased gold payments on Septem- 
ber 20th, gold has been exported or ear- 
marked for foreign account to the extent of 
nearly $700,000,000, bringing the total gold 
holdings from above the record figure of 
five billions to $4,400,000,000. Of total gold 
withdrawals, $242,000,000 have been for 
Bank of France account. On top of these 
developments affecting the money market 
there has been an increase of $810,000,000 
in Federal Reserve credit outstanding dur- 
ing the three weeks preceding the latest 
increase in rediscount rates. Owing to 
reduction of gold reserves and increase of 
Federal Reserve credit, the Federal Reserve 
ratio of total reserves to deposits and 
federal note liabilities has dropped to 61.7 
per cent against 80.9 a year ago. 

Judging from these major gold, credit and 
circulation movements it is evident that 
strong adjustments are at work in monetary 
relations. While the immediate effect of the 
rediscount rise has been to include advance 
in bankers’ bill rates and in call money as 
well as a drop in government bond prices, 
it remains to be ‘seen what effect the new 
Reserve policy has on general business con- 
ditions and a more orderly redistribution 
of surplus gold holdings. 
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COOLIDGE ON LIFE INSURANCE 
AND ECONOMIC DEPRESSIONS 


HE homely New England philosophy 
with which former President Cool- 
idge, in a recent radio address, dwelt 
upon the economic values of life insurance, 
especially in their application to this period 
of depression and impaired values, conveys 
an indirect but very forceful argument in 
favor of the alignment of fiduciary protec- 
tion with life insurance as the most effective 
agencies for the creation as well as conserv- 
ation of estates. Mr. Coolidge comments 
upon the fact that during 1930 the life in- 
surance companies of the United States and 
Canada paid to living policy-holders in divi- 
dends, surrender values and matured en- 
dowments a total of $1,450,000,000, and 
in addition paid to the beneficiaries of de- 
ceased policy-holders, chiefly widows and 
children, approximately 950 million dollars. 
After cautioning policy-holders against 
allowing their policies to lapse or to borrow 
on their policies, Mr. Coolidge said: 
“The man whose estate has shrunk dur- 
ing the past two years may see it restored 
to its former value when conditions im- 


prove; in the meantime, through life insur- 
ance he can restore it immediately to par 


for the protection of his family. In this 
respect life insurance is important not only 
to persons of moderate means, but also to 
the wealthy whose property has decreased 
in present value. Even the rich man whose 
investments are all gilt-edge would be wise 
to carry enough life insurance to provide 
cash for his debts, inheritance taxes, admin- 
istration costs and other expenses in the 
settlement of his estate. This will protect 
his executors against the necessity of sacri- 
ficing good property, possibly in a poor mar- 
ket, and safeguard his estate against 
shrinkage. 

“Through life insurance you can secure 
the realization of your essential plans for 
the future. Insurance can make you inde- 
pendent if you live; if you do not, it will re- 
tire your mortgage, provide your wife a life 
income, assure her additional income while 
vour children are growing up, and pay for 
their education, all depending on the amount 
you invest in your policies annually, on the 
kind of policy you buy and on the arrange- 
ments you make as to the methods of pay- 
ment to your beneficiaries.” 
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GIFT TAX PROVISION UNCONSTI- 
TUTIONAL 


HE Board of Tax Appeals declared 
IT] unconstitutional, on October 16, the 

provision of the Federal estate tax 
law providing for the inclusion in an estate 
upon which the tax is laid of all gifts made 
by a person within two years of his death. 
In its first ruling of this matter, the Board 
followed decisions of four district courts of 
the United States announced within the 
last few months. 

The Board specifically found that Con- 
gress had no power to enact the provision 
of the Revenue Act of 1926, section 302 (c), 
declaring that all transfers of property made 
by a person within two years of his death 
are conclusively presumed to have been 
made “‘in contemplation of death.” The 
value of such transfers, the law provides, 
must be included in the gross estate for 
computing the Federal estate tax. 

Under the ruling of the board and the 
district courts, the Government is required 
to prove as a matter of fact whether or not 
the gifts made within two years of the death 
of a person were actually made by him in 
contemplation of his death. If death is 
shown to have been actually contemplated 
by the person in making the gifts, the 
opinion of the Board explains, the value of 
such gifts can be included in the estate upon 
which the tax is levied; but if this fact is 
not shown, such gifts may not be taxed. 

A decision of the Supreme Court of the 
United States, Schlesinger vs. Wisconsin, 
270 U. S. 230, was also held to be determina- 
tive of the Board’s ruling. In that case, it 
is explained, the Supreme Court held in- 
valid a provision of the Wisconsin inheri- 
tance tax law making it conclusive that 
transfers made within six years prior to 
death was made “in contemplation of 
death.” 

The ruling of the Board of Tax Appeals 
was made in the case of American Security 
& Trust Company and Mary H. Lincoln, 
executors of the estate of Robert Todd 
Lincoln, the son of President Abraham 
Lincoln. He died in 1926. The Board also 
held that the whole amount of a joint bank 
deposit held by Mr. Lincoln and his wife 
is includable in the gross estate of Mr. 
Lincoln where no evidence was offered as to 
the amount contributed by his wife. 
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APPROVED UNIFORM PRINCIPAL 
AND INCOME ACT 


ECAUSE of the rapid growth in vol- 
ume and the constantly broadening 
scope of trust business there is urgent 

demand for simplification and greater uni- 
formity in the laws of the various states 
government trust administration. An im- 
portant approach toward such moderniza- 
tion and desirable uniformity as relates to a 
phase of trust administration which is sur- 
rounded with much uncertainty and a pro- 
lific source of litigation, is the recent adop- 
tion of a final draft of the Uniform Princi- 
pal and Income Act by the Conference of 
Commissioners on Uniform State Laws. 
This uniform draft, which provides a 
basis for legislation by the various states, 
has been upward of five years in the making 
and frequent redrafting. Credit is due to 
Dean Charles E. Clark of the Yale Uni- 
versity School of Law, who has served as 
draftsman for the Committee on Uniform 
Principal and Income Act since 1926, when 
this task was first undertaken by the Con- 
ference which is an adjunct of the American 
Bar Association and composed of commis- 
sioners appointed from the various states. 
It is through the various committees of 
this Conference that important acts have 
been prepared and widely adopted, such as 
the Uniform Negotiable Instrument Law, 
Uniform Sales Act, Uniform Bills of Lading 
Act, and Uniform Stock Transfer Act. 
The proposed Uniform Principal and In- 
come Act makes no attempt to cover the 
wide field of trustee’s duties and powers of 
administration, a subject which is being 
treated in a more comprehensive work by 
the Committee on Uniform Trust Adminis- 
tration Act appointed by the Conference 
some years ago. The recently approved 
act, as its title indicates, specifically re- 
lates to the formulation of workable and 
simplified rules for trustees in dealing with 
questions concerning the determination of 
principal and income as between life tenants 
and remaindermen under trust instruments. 
There is no intention to cover the case where 
the creator of the trust has given specific 
directions as to principal and income. It 
is submitted, however, that the proposed 
act will provide a helpful statement of prin- 
ciples and serve as a guide even where the 
trustee is given wide powers of discretion. 
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The committee report sets forth that it has 
been found advisable in some instances to 
adopt what may seem to be arbitrary rules, 
but the constant purpose has been to im- 
part greater clarity upon a phase of trust 
administration and accounting which is to- 
day unsettled either as to law or practice. 

The complete text of the approved Prin- 
cipal and Income Act is published else- 
where in this issue of Trust COMPANIES 
and deserves careful study from all trust offi- 
cers. Among the important questions dealt 
with is that of corporate dividends and 
share rights. The committee considered 
the difficulties of computation under the 
Pennsylvania rule and the difficult points 
which arise when the trustee or the court 
is faced with the necessity of valuing assets 
or apportioning the earnings of the corpor- 
ation and has decided upon adoption of the 
Massachusetts rule. Another troublesome 
matter is dealt with in section 6 relating to 
premiums and discounts on bonds. The 
committee freely consulted with trust off- 
cers in dealing with this subject. It de- 
cided as a matter of fairness and justice 
that provisions for amortization seemed 
undesirable, and since it was decided to re- 
ject the amortization of premiums, it was 
also deemed advisable to reject the accumu- 
lation of discounts. 

The section relating to premium and dis- 
count bonds is brief and reads: ‘“‘Where any 
part of the principal consists of bonds or 
other obligations for the payment of money, 
they shall be deemed principal at their in- 
ventory value or in default thereof, at their 
market value at the time the principal was 
established, or at their cost where purchased 
later, regardless of their par or maturity 
value; and upon their respective maturities, 
or upon their sale, any loss or gain realized 
thereon shall fall upon or enure to the 
principal.” 

The first state to adopt the Uniform Prin- 
cipal and Income Act is Oregon, where it 
became effective June 1, 1931. Credit for the 
introduction of the Act belongs to Albert L. 
Grutze, vice-president and trust officer of 
The Title and Trust Company of Portland. 
The Oregon law was based upon the fourth 
tentative draft which was finally approved 
with. some slight changes, at the recent an- 
nual meeting of the National Conference of 
Commissioners on Uniform State Laws. 
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PRESERVATION OF THE NATIONAL 
BANKING SYSTEM 


RAVE fears regarding the preservation 
and future of the national banking 
system were expressed at the annual 
meeting of the National Bank Division of 
the American Bankers Association. Such 
apprehension was based upon the fact that 
the national banks, both in number and 
volume of banking resources, continue to 
lose ground steadily and yielding to the 
dominance of the state chartered banks. In 
1886 the national banks had 75 per cent of 
the total banking power of the nation, and 
during the past five years the percentage 
has fallen from 46 to less than 40 per cent. 
The situation acquires a more significant 
aspect because the integrity of the Federal 
Reserve System is based upon the compulsory 
membership of national bank members, and 
with only 18 billions of the 42 billions of the 
resources of state banks and trust com- 
panies supporting the Federal Reserve 
through voluntary membership. 
A committee of the National Bank Divi- 
sion has been engaged in studying the laws 
of the various states and banking trends in 


order to suggest desirable amendments to 
restore the prestige and competitive posi- 


tion of the national banks. Among the 
amendments to the National Bank and the 
Federal Reserve Act, recommended by the 
National Bank Division at the recent an- 
nual meeting were the following: 

Changes in computing the reserves re- 
quired to be carried. A proposal of op- 
tional Federal Reserve membership for 
national banks with capital of less than 
$50,000. An appeal for the continuation 
of the circulation privilege now enjoyed 
by national banks, and the investment of 
additional Government bonds with the 
eligibility to secure national bank notes. 
The suggestion that with certain limita- 
tions on the amount of the investment a 
national bank be permitted to own 6624 
per cent or more of the stock of a securi- 
ties or an investment company or a trust 
company. An amendment by which the 
grant of a National charter would carry 
with it also a bestowal of trust powers, 
with certain limitations as to capital re- 
quirements. 

It is significant that the discussions at 
the last American Bankers Association con- 
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vention called forth no definite expression 
in favor of Comptroller Pole’s plan for 
granting national banks branch banking 
privileges according to “trade areas” and 
without regard to state laws or geographical 
lines. Such views as were forthcoming were 
confined to legislation permitting branch 
banking within corporate limits. 
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LEGALISTIC CONCEPTION OF 
CORPORATE TRUSTEESHIP 


AWYERS should be reminded these 
days that the germ from which mod- 
ern trust business has grown, was 
originally conceived more than a century 
ago by such brilliant legal minds as Alex- 
ander Hamilton and Daniel D. Tompkins 
who became Vice-President of the United 
States. This significant and pertinent piece 
of early trust company history was retrieved 
in an admirable address on “The Trust 
Company and the Public” delivered at the 
recent annual meeting of the Trust Division, 
A. B. A., by President J. Stewart Baker of 
the Bank of Manhattan Trust Company of 
New York. In this paper, Mr. Baker 
stressed that trust business was not created 
as a device primarily for profit, but was the 
result of public and social demand for an 
agency providing tenure of fiduciary service 
and responsibility beyond the capacity of 
mortal man. 

It seems that back in 1801 a retired sea- 
faring man, Captain Robert Richard Ran- 
dall—whose name should be enrolled in the 
annals of trust service—had a premonition of 
death. He called upon Hamilton and Tomp- 
kins to fashion a will which should project 
the use of his property through succeeding 
generations in providing a “‘snug harbor” 
for poor and indigent sailors. The usual 
testamentary provisions were inadequate. 
The germ of corporate trusteeship in this 
country was therefore brought into being 
by a testamentary device providing for the 
appointment of trustees who were to qualify, 
not as individuals, but as occupants of per- 
manent public offices, with automatic suc- 
cession. Five years later the board of trus- 
tees were incorporated by legislative enact- 
ment. Thus was created by legal minds the 
instrument of corporate trusteeship to which 
certain elements in the legal profession today 
voice such vigorous objection and criticism 
as an invasion of their preserves. 
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BANKING POWER OF THE NATION 
MAINTAINED 


Y way of mental refreshment and re- 
lief from the constant dirge which 
has bank fatalities or troubles for its 
theme, a reassuring glance may be directed 
at a recent summary of the resources of all 
state banking institutions and comparison 
with national bank figures compiled by 
Secretary Sims of the National Association 
of Supervisors of State Banks. There is 
little to crow about in some of the details, 
but in its ensemble the picture is one which 
brings out in strong relief the soundness and 
stability of the banking structure as a whole 
and as contrasted with the number of banks 
which have not been able to survive this 
severe testing period. 

The statistics are of the approximate date 
of March 25, 1931. They show that 15,865 
reporting state banks held aggregate re- 
sources of $42,686,420,000 as compared with 
6,935 national banks reporting to the Comp- 
troller resources of $28,126,467,000, with 
the latest summary of June 30 returns show- 
ing further reduction in number to 6,805 and 
decrease of $1,473,841,000 in resources 
since March 25, during which period the 
toll on state banks was doubtless propor- 
tionately larger. Since 1919 the number 
of all state and national banks which have 
fallen out of the ranks amount to 6,013, re- 
ducing total number of banks in operation 
from 28,813 to 22,800, with decrease of 
5,163 state banks and 850 nationals. These 
figures may fairly be interpreted as a tribute 
to the protection afforded by membership 
in the Federal Reserve System. On the 
other hand, aggregate banking resources in 
the past eleven years have increased over 
24 billions, deposits over 19 billions, and 
capital employed nearly four and a-half 
billion. 

It is noteworthy that the resources of 
state banks represented by membership in 
the Federal Reserve System totals $17,459,- 
140,000, or 38.33 per cent of the total, leav- 
ing 25 billions of state banking resources 
outside of the scope of Federal Reserve 
supervision and facilities. The combined 
banking power continues to loom up im- 
posingly with total resources of $70,812,- 
887,000; deposits $56,610,716,000 and capi- 
talization of $9,729,502,000. Comparison 
with March 25, 1930, shows combined de- 
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crease for the year of $1,225,678,000 in 
resources, $835,283,000 in deposits, and 
$233,819,000 in capital, surplus and undi- 
vided profits. 

mS & & 
LOSS IN SECURITY VALUES NOT 
CHARGEABLE TO THE’ TRUSTEE 


(The Massachusetts Supreme Judicial 


Court, in a recent decision, held that 

a trustee was not liable for failure to 
sell securities where reasonable time had 
not elapsed following the issuance of the 
order of sale. In this case, the life-tenant 
of the trust died on August 22, 1929, and 
shortly thereafter some of the remainder- 
men filed a petition in the Probate Court 
for partial distribution in kind of stocks of 
the trust estate. Not all of the remainder- 
men agreed to the distribution of the securi- 
ties in kind and the petition was therefore 
dismissed and the stocks ordered to be sold 
within a reasonable time. 

The sale price of most of the stocks ex- 
ceeded the price value when they were 
turned over to the trustees by the executors 
under the will. At times, however, during 
the term of the trust, many of the securi- 
ties could have been sold at higher prices. 
The action was brought to charge the trus- 
tee with the difference between the price 
of the securities at their peak and the price 
at which they were sold. 

A trustee in handling investments is re- 
quired to conduct himself faithfully and to 
exercise a sound discretion, observing how 
men of prudence, discretion and intelligence 
manage their own affairs, not in regard to 
speculation but in regard to the permanent 
disposition of their funds, and considering 
the probable income as well as the probable 
safety of the capital involved. The court 
found that the trustee throughout acted in 
good faith, although imprudently as to the 
investment in certain enumerated stocks. 
The delay in selling the stocks after the 
death of the life-tenant was not unreason- 
able. As a reasonable man, the trustee could 
await the outcome of the petition for partial 
distribution in kind. He could not be held 
to forecast the sudden drop in stock prices 
in October and November, 1929, and is 
therefore not chargeable with the difference 
between the market price of the stock at 
the life-tenant’s death and the price at the 
time of the actual sale. 
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SYMPOSIUM 


ON 


PROPOSED CHANGES IN FEDERAL RESERVE 
ACT GOVERNING ELIGIBLE PAPER 
FOR REDISCOUNT 


VIEWS EXPRESSED BY LEADING BANKERS AND MEMBERS OF CONGRESS 





(Epiror’s Note: President Hoover in his statement proposing the creation of a bank- 
ing credit pool of at least $500,000,000 announced: “I shall propose to the Congress that 
the eligibility provisions of the Federal Reserve Act should be broadened in order to give 
greater liquidity to the assets of the banks and thus a greater assurance to the bankers 
in the granting of credits by enabling them to obtain legitimate accommodations on sound 


securities in times of stress.” 


While it is generally admitted that the marked change in 


the character of bank assets has limited the usefulness of the Federal Reserve banks to 


menber banks, 


suggesting liberalization of rediscount restrictions, there is a 


body of 


sentiment, as shown in the following assembly of views, that there is need of change but 
that liquidity of the Federal Reserve System should be religiously maintained and not 
impaired by the transfer of “frozen” or speculative securities. ) 


GREATER ELASTICITY IN FED- 
ERAL RESERVE TO MEET EMER- 
GENCY DEMANDS 


EDMUND PLATT 


President, Marine Midland Corporation and former 
Vice Governor of the Federal Reserve Board 


T the time of writing this, no state- 

ment has come from Washington to in- 

dicate just what recommendation is go- 
ing to be made by the administration for the 
“liberalization” of the provisions of the Fed- 
eral Reserve Act. Presumably any recommen- 
dation made will have the approval of Gover- 
nor Meyer and of the members of the Federal 
Reserve Board. It is conceivable that there 
might be some change in the direction of 
more liberal provisions with relation to the 
eligibility of paper for rediscount which un- 
der the terms of Section 13 of the Federal 
Reserve Act, means paper drawn for “agri- 
cultural, industrial or commercial purposes.” 
When the Act was passed this was expected 
to provide for self-liquidating paper and 
it was apparently not forseen that a bank in 
an agricultural neighborhood might become 
so tied up with loans from the Federal Re- 
serve that it could not get out even though 
the individual items rediscounted were from 
time to time paid off. The eligibility pro- 
visions in short have not worked either as a 
limit to the amount of rediscounts or in the 
direction of preventing what might be called 
frozen assets quite as expected. 


The principal change in the character of 
the assets of the federal reserve banks, how- 
ever, has been caused by the fact that loans 
collateraled by government securities are 
made eligible for rediscount regardiess of 
the purpose to which the proceeds are de- 
voted, and such loans may be made direct tc 
banks on their own notes. This naturally 
raises the question whether there might not 
be liberalization in the direction of allowing 
other non-speculative ‘“‘money bonds” to be 
used also. as collateral for loans to member 
banks under certain conditions or perhaps 
only at a time of emergency. The fact that a 
variety of bonds, carefully defined and safe- 
guarded, are accepted by the Treasury De- 
partment as collateral for what are known 
as “war loan deposits” in the banks and the 
fact that a rather narrower list of bonds 
is used as collateral for postal savings de- 
posits, may be said to furnish an indication 
of what might be done. 

There is plenty of paper eligible under 
present laws in the banks of the country as 
a whole, but much of it is concentrated in the 
city banks or in the agricultural banks where 
the paper is none too liquid, and undoubtedly 
many banks in the investing sections of the 
country could much more easily obtain loans 
from the Federal Reserve if they were al- 
lowed to use state bonds, municipals, ete., 
on occasions and especially in emergencies. 

Sconomists have sometimes said that it 
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is the volume of Federal reserve credit out- 
standing that counts rather than the way it 
gets out, but the Reserve banks should 
nevertheless be safeguarded against having 
their resources tied up in unliquid loans. 
Rediscounting or loaning on bonds other than 
governments should be done by separate or- 
ganizations such as the new National Credit 
Corporation, with perhaps a revived War 
Finance Corporation in the background. On 
the other hand, foreign central banks gener- 
ally make loans on securities, the so-called 
“Lombard” loans, at a higher rate than their 
commercial rates, and I have never seen it 
alleged that they were a source of trouble. 
It seems to be, therefore, possible that a 
satisfactory plan might be worked out for 
limited loans of this character, using some- 
thing like the postal savings list of securi- 
ties and perhaps applying only to member 
banks outside of the reserve cities, or cer- 
tainly outside of the two central reserve 
cities. 


DANGER IN TINKERING WITH 
THE FEDERAL RESERVE ACT 


Cc. A. CHAPMAN 


President, The First National Bank of Rochester, 
Minn., and member Bank Management Commission 
of the American Bankers Association 


This is to be a winter of quackery in the 
political field, and of nostrums of all sorts 
in both the political and financial fields. 
The legislative bodies will turn to “remedial 
legislation,’ and already a thousand pro- 
posals have been made for “modifying the 
banking laws.” Practically all of these pro- 
posed modifications arise from competitors 
who desire to have their restrictions re- 
duced so as to “meet competition.” 

It has been recognized by the ablest ec- 
onomists and financial men in this country 
from Hamilton down, that investment bank- 
ing is one kind and commercial banking is 
an entirely different kind and that invasions 
of investment banking into the commercial 
field invites distress. This we have been 
gradually ignoring in recent years, hence 
the present “freeze.” It is to be hoped that 
we may protect the Federal Reserve System 
from any invasion out of the investment 
field, and that no sort of securities shall be 
pulled into the system save and except those 
of a self liquidating nature arising out of 
commerce and trade. 

Instrumentalities may be set up to meet 
the demand in certain quarters for redis- 
count of other sorts of obligations, market 
securities, collateral loans, and the like. 
When this is done, however, it should be 
handled with other than commercial bank- 
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ing funds. When the investments on the 
one side of the ledger are in their nature 
long term or frozen, the funds provided to 
carry them on the other side of the ledger 
should be funds of the same nature, of in- 
vestors who know they are in for the long 
pull and not requiring in any case any part 
of the funds until the completion of long 
term deposit contracts sold with the un- 
questionable understanding of their true 
nature. 

There is no “fundamental change in bank- 
ing principles.’ They are eternal. 

I believe that there is leadership in Con- 
gress sufficient to keep, by proper regulation, 
each kind of banking in its own compart- 
ment, and if possible, strengthen certain re- 
strictions preventative of a recurrence of 
the present condition which has _ largely 
grown out of commercial banks discovering 
themselves filled with capital loans which 
either should not have been made at all, or 
if made should have been through invest- 
ment banking channels with funds of that 
character. 


FEDERAL RESERVE SHOULD BE 
NEW: CON- 


ADAPTED TO MEET 
DITIONS 


OLIVER J. SANDS 


President, American Bank and Trust Company, 
Richmond, Va. 


The distribution of eligible commercial 
paper throughout the country is such as 
to make it almost impossible for the ma- 
jority of the member banks of the Federal 
Reserve System to have a sufficient amount 
of the present class of eligible paper to be 
of value in an emergency. The rate at 
which eligible paper is being sold at this time 
is an indication of this condition, and the 
practical value of membership in the Federal 
Reserve System will become less to the aver- 
age bank unless some provision is made to 
broaden the eligible list. This could be done 
by accepting six months’ maturities in lieu 
of the present 90 day requirements. It seems 
to us that if obligations of individuals to 
merchants, formerly known as accounts re- 
ceivable, are considered as liquid and a 
proper basis for eligibility there might be 
some forms of installment or monthly pay- 
ment notes which could be used. 

The only difference between the old 
National Bank Currency and our present 
Federal Reserve note is that 40 per cent of 
the Federal Reserve note is secured by de- 
posit of gold and 60 per cent by government 
bonds, whereas the former currency was en- 
tirely government bonds with the exception 
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of the redemption fund of 5 per cent. The 
Federal Reserve Bank has been very useful 
and helpful to general business and the 
banks, but it is even more valuable to the 
government. If government bonds are a 
sound basis for currency and reserves as 
at present assumed by the Reserve System, 
might not the list be broadened and take in 
some of our state and municipal securities 
under strict regulations. 

It is most important that the general prin- 
ciples underlying the Reserve System be 
maintained and any broadening of the eli- 
gible list should be thoughtfully worked out 
with this in view. At the same time in the 
past 17 years there has been a very decided 
change in the business and credit structure 
of this country and the Federal Reserve 
System should be adapted to meet present 
conditions insofar as it possibly can do so 
without destroying these sound underlying 
principles. 


ESSENTIAL TO MAKE FEDERAL 
RESERVE SYSTEM MORE USEFUL 
TO MEMBER BANKS 


GEORGE S. MUMFORD 
President, The Atlantic National Bank of Boston 

When the Federal Reserve Act was passed, 
one of the most important points under con- 
sideration by its framers was to select for 
rediscount such class of national bank assets 
as were liquid and would mature within a 
short time. Commercial paper and collateral 
loans only appeared to come up to these re- 
quirements, but collateral loans were re- 
jected because they suggested ‘Wall Street” 
and speculation. Later on, permission was 
granted by law to borrow on United States 
Bonds as collateral. 

If the same bill was up now for considera- 
tion instead of nearly 20 years ago, it is 
clear that the class of commercial paper 
which was designated then as suitable for 
rediscount would be found to be held by the 
banks in too limited quantities to meet the 
requirements of the case. Changes dur- 
ing recent years in the methods used by cor- 
porations and firms in financing their needs 
greatly reduced the amount of borrowing 
at the banks on the class of commercial 
paper designated in the act as eligible for 
rediscount. There only remains to extend 
eligibility for rediscounting to other forms 
of commercial paper having an equally short 
time to run, which are not now eligible, and 
also to extend the class of bonds that may 
be used as collateral for the banks to bor- 
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row on under 
strictions. 


very definite and fixed re- 

The essential point is to keep the 12 Fed- 
eral Reserve Banks free from frozen assets, 
and at the same time make them as useful 
to the member banks as they were in 1914 
when the Federal Reserve Act became effec- 
tive. 


LIQUIDITY OF FEDERAL RESERVE 
SHOULD BE MAINTAINED 


JOHN G. LONSDALE 


President, Mercantile-Commerce Bank and Trust 
Company, St. Louis, and Class ‘‘A’’ Director, Federal 
Reserve Bank of St. Louis 


The only country that came out of the 
World War without a depreciated currency 
system was the United States. This was due 
in large measure to the Federal Reserve Sys- 
tem. Its liquidity under the present law has 
never been even under suspicion, and it would 
be unfortunate to do anything that might af- 
fect the high regard in which it is held. A 
law-making hysteria is always a dangerous 
thing, and it seems to me that it would be 
extremely unfortunate to attempt to amend 
the Federal Reserve Act as to the eligibility 
of paper for rediscount purposes at this par- 
ticular time. It certainly cannot have too 
much liquidity, and even if more flexibility 
is desirable, the reasons should be carefully 
studied so that such changes as ought to be 
made will be considered during a period of 
normal conditions. 

The Federal Reserve Act is a continuing 
law, and changes in its provisions should be 
approached cautiously. Emergency condi- 
tions can be met by emergency organizations, 
which during the emergency can supplement 
the existing facilities without the danger of 
weakening them. If at any time experiments 
outside of the System are found to be suc- 
cessful, then later, when calm, constructive 
judgment is possible, the desirability of put- 
ting them into the Federal Reserve Act might 
be considered. 


NO DUMPING OF FROZEN ASSETS 
ON FEDERAL RESERVE BANKS 


HON. CARTER GLASS 


United States Senator from Virginia and Chairman 
of Sub-Committee of Senate Banking and Currency 
Committee 


There has been no intimation that the type 
of securities or paper required by the emer- 
gency organization is to be permitted to be 
rediscounted by the Federal Reserve banks. 
Before proceeding with any effort to broaden 
the basis of eligible paper for rediscount the 
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Federal Reserve banks lad better pause a 
moment and determine the necessity of such 
a course. I find upon examining the latest 
report of the Federal Reserve banks, that 
there were in the member banks of the Fed- 
eral Reserve System as of June 30, 1931, the 
tremendous total of $3,198,000,000 of eligible 
paper, exclusive of $4,000,000,000 of United 
States securities, whereas the member banks 
were at the date indicated borrowing the 
rather inconsequential sum of $147,000,000. 
These figures would not seem to indicate that 
the member banks are suffering from an in- 
ability to borrow on eligible paper. They have 
a margin of more than $3,000,000,000 and the 
Federal Reserve banks have a margin of ex- 
pansion in excess of $3,000,000,000. 

This talk about the Federal Reserve Sys- 
tem being obsolete is largely nonsense. The 
Federal Reserve banks cannot compel mem- 
ber banks to rediscount unless they want to. 
From the figures quoted it will be noted that 
the banks themselves are not in haste to 
avail themselves of the facilities of the Fed- 
eral Reserve banks. 


TEMPORARY BORROWING FROM 
RESERVE BANKS ON HIGH GRADE 
BONDS 
Cc. F. ZIMMERMAN 
President, the First National Bank, Huntingdon, Pa. 

While it is right and proper that we 
should seek to improve the rediscount and 
other services of the Federal Reserve Sys- 
tem, there is danger in such an hour as this 
of going too far. A more general member- 
ship of state banks and trust companies is a 
primary need of the Federal Reserve System. 
This need can be met by granting somewhat 
broader privileges than are now accorded to 
member banks, especially banks located else- 
where than in cities where a Federal Reserve 
bank or one of its offices is established. As 
for rediscounts, we must realize that com- 
paratively few banks outside our leading cit- 
ies nowadays invest a very large proportion 
of their funds in eligible paper. So far as 
the average country bank is concerned the 
present rediscount privilege is of almost neg- 
ligible import. 


Inequalities Between City and Country Banks 


First of all, means should be found for 
correcting one of the inequalities under the 
system as between city bank and country 
bank. When sudden and unexpected with- 
drawals are made on the city bank, it may 
before the close of business take enough cash 
to the neighboring office of the Federal Re- 
serve bank to make up the temporary defi- 
ciency in the legal reserve. Thus the city 
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bank can often avoid a rediscount whereas 
the country bank under identical conditions 
can make no such use of cash on hand. The 
country bank should be allowed as a similar 
protection to reckon—under a _ strict time 
limitation—a portion of the cash on hand 
as part of the required reserve. 

As a substitute for the negligible value of 
the rediscount privilege for most country 
banks and as one means of inducing mem- 
bership in the System, member banks should 
be permitted to borrow from Federal Re- 
serve banks for temporary requirements only, 
an amount not exceeding 25 per cent of their 
own capital and surplus on notes secured by 
high-grade bonds. This slight departure from 
present practice would do no harm and would 
effect a wonderful advance in the service- 
ability of the System. 

It must be borne in mind that non-mem- 
ber banks now receive inestimable indirect 
benefits from the Federal Reserve System. 
Means should be found to curtail these bene- 
fits wherever practicable. It would appear 
therefore that Federal Reserve banks ought 
to be permitted to draw rather close distine- 
tions on the point of the acceptability of 
eligible paper offered by metropolitan mem- 
ber banks. Outlying state banks and trust 
companies have as a rule been able to obtain 
special temporary loan accommodations with 
city correspondent banks, members of the 
System. For this reason alone, many out- 
lving banks are not members. There would 
be no administrative obstacle in the way of 
restricting the rediscount privilege (or even 
the direct borrowing privilege) of city mem- 
ber banks, where their own needs arise be- 
cause of accommodations granted to non- 
member banks, eligible for membership in 
the System. In every instance the facts 
could be readily ascertained and a suitable 
limitation applied, based on the perfectly 
sound reasoning that non-member’ banks 
should stand four-square before their respon- 
sibilities towards upholding banking as a 
system. 


More State Banks Should Belong to System 

The point in the two foregoing paragraphs 
is that from every viewpoint it is far pref- 
erable that many more state banks and trust 
companies should belong to the System than 
that rediscounts should be confined strictly 
to commercial paper and that the special 
credit facilities and credit restrictions under 
the Federal Reserve System should end there. 
Recent events prove that the “self-liquidating” 
quality of a great deal of eligible commer- 
cial paper is not what it purports to be. 
Therefore our objective should be to do that 
which will better enable all banks to meet 
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sudden and unexpected reductions in the or- 
dinary volume of their deposits. At the same 
time, every safeguard should be provided 
against inflation when security prices are 
rising. Carefully limiting the time and the 
proportionate amounts of loans granted to a 
member bank as suggested, would bring the 
answer. 

The recent hearings before the Senate Sub 
committee deduced repeatedly the unwelcome 
doctrine of compelling non-member banks by 
one means or another, to join the Federal 
Reserve System. Personally this seems 
neither the normal nor the wise course of 
reasoning under our form of government. 
The writer is one of those who believes that 
in a spirit of compromise such steps as may 
be needed to induce membership, can readily 
be taken without endangering in the leas 
any of the basic procedure which has marked 
the success and indispensability of the Sys: 
tem ever since it was first established. 

I have the further thought, in view of the 
tremendous saving to the government by 
reason of the Federal Reserve banks han- 
dling so many of the fiscal transactions of 
the government, that larger dividends, when 
earned, ought to be paid upon the shares of 
stock of the several Reserve banks. Such a 
provision in the law would also aid in induc- 
ing eligible non-member institutions to join 
the system and in having ineligible banks 
qualify for membership by correcting the de- 
ficiencies in their capital structure. 


SAFEGUARDING AGAINST SPECU- 
LATIVE SECURITIES 


HON. JOSEPH T. ROBINSON 
United States Senator from Arkansas 


I shall not approve any plan which I be- 
lieve is calculated to unload frozen or specu- 
lative securities on the Federal Reserve 
banks. If any definite measure has been 
framed by which it is proposed to broaden 
the base ef “eligible paper’ for rediscount 
in the Federal Reserve banks, it has not 
been submitted to me or otherwise pub- 
lished. The extent of the understanding is 
that any legislation dealing with this sub- 
ject must be prudently safeguarded so as 
not to encourage speculative transactions 
with the support of or under the auspices 
of the Federal Reserve System. I am anxious 
to contribute every possible effort to the 
strengthening of credit and revival of busi- 
ness, but have no intention of giving approval 
to any plan which may clutter up the Federal 
Reserve banks with speculative securities. 
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FEDERAL RESERVE ACT SHOULD 
BE LIBERALIZED 


GEORGE V. McLAUGHLIN 

President, Brooklyn Trust Company, New York 

I am inclined to believe that the Federal 
Reserve Act should be liberalized. Federal 
Reserve Board figures show that the amount 
of eligible paper held by member banks has 
decreased from $4,925,000,000 on June 00, 
1926, to $3,198,000,000 on June 30, 1931. The 
ratio of eligible paper to total loans has 
fallen from 22 per cent to 15 per cent in 
five years. 

It is true that holdings of government se- 
curities have increased in recent months, but 
this is due in large measure to money mar- 
ket conditions which are likely to be tem- 
porary. There are several types of high- 
grade paper which are not now eligible but 
which could be made so, I believe, without 
incurring inflationary dangers. 


HAZARDS OF REDISCOUNTING 


H. PARKER WILLIS 


Special Adviser to Glass Sub-committee of Senate 
Committee on Banking and Currency 


You have asked my opinion of the so- 
called Hoover Plan for credit relief and pro- 
posed changes in the Federal Reserve <Act. 
In reply, I make the following points: 

1. That part of the plan which has to do 
with quicker redemption of the liabilities of 
failed banks by other banks, through pur- 
chase of those of their assets that have a 
value, is in line with what is needed. 

2. That part of the plan which calls for 
the establishment of a National Credit Cor- 
poration, seems to me to have done good al- 
ready by showing that the banks can be 
induced to work together and collaborate, 
instead of weakening one another. Its suec- 
cess will depend upon the extent of the par- 
ticipation and the absence of undue or ham- 
pering restrictions upon the making of loans. 

5. That part of the plan which calls for the 
re-establishment possibly of something like 
the War Finance corporation is needless. 

4. That part of the project which calls 
for the discounting of notes at Reserve banks 
based upon bonds (industrial or railroad, or 
both) is hazardous to the last degree, and 
in violation of every principle of liquid bank- 
ing laid down during the struggles of the 
past 40 years. It is not to be thought of. 
It is, beside, needless, since the banks have 
ample eligible paper to get from the Reserve 
banks all the credit the latter can grant. All 
that is needed is a pooling of this paper and 
that might be accomplished through the new 
credit corporation. 
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THOMAS C. HENNINGS 


Vice-president of the Mercantile-Commerce Trust Company of St. Louis, 
who has been elected president of the Trust Division of the 
American Bankers Association 


Mr. Hennings is a native of St. Louis and after receiving his educa- 
tion in the public schools and the degree of LL.B. from Washington Uni- 
versity of that city, he engaged in the practice of law. In 1913 he was 
elected Circuit Judge of the Eighth Judicial Circuit of Missouri. In 1918 
he resigned from the bench to become vice-president of the Mercantile 
Trust Company of St. Louis which was merged to form the Mereantile- 
Commerce Bank & Trust Company. Two other St. Louisans have served 
as presidents of the Trust Company Division—the late Festus J. Wade and 
sreckinridge Jones. 
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WHAT OF THE NIGHT? 


A DEFENSE OF TRUST SERVICE AND REPLY TO 
CRITICISM OF LAWYERS 


THOMAS C. HENNINGS 


Vice-president, Mercantile-Commerce Bank and Trust Company of St. Louis and President of the Trust 
Division, American Bankers Association 


(EpiTor’s NOTE: 


This is a firm and vigorous answer to criticisms and legislative 


attacks sponsored by members of the legal profession and by bar associations which are 
calculated to reflect upon the good faith and character of trust administration by trust 


companies and banks as corporate fiduciaries. 


The following is an address delivered by 


Mr. Hennings at the recent Ninth Annual Trust Conference of the Pacific Coast and 


Rocky Mountain States. 


It acquires added interest from the fact that Mr. Hennings was 


recently elected president of the Trust Division of the American Bankers Association. 


He is a member of the American, Missouri and St. Louis Bar Associations. 


For four 


years he was president of the Missouri Association for Criminal Justice and from 1913 
to 1918 Judge of the Circuit Court, Eighth Circuit of Missouri.) 


HEN habits of life were simple and 

family possessions consisted largely 

of real estate and its appurtenances, 
and personal property, as we know it today, 
had not reached significant proportions, 
there was little occasion for family or other 
settlements which could not be administered 
by the individual trustee. As estates be- 
came larger, the investment and care of se- 
curities more complicated, taxation a vital 
business problem, and the responsibility of 
conserving estates for young men and women 
of this and future generations more complex, 
the minds of men who had accumulated 
wealth turned to the serious problem of 
shifting the burden to an organization which, 
like a vigilant watchman, would guard their 
property after they pass into the night. 

The unsatisfactory experience with the in- 
dividual fiduciary, his limitations, the pos- 
sibility of his death or incapacity, bad man- 
agement or worse, developed a need for a 
better fiduciary, one which had all of the 
virtues of the individual, with added finan- 
cial strength and efficiency, which could 
shape the growth of trust service to trust 
needs. These factors developed the present 
day trust institutions. 

The enviable record of the early trust in- 
stitutions, the high ideals established, and 
the self evident community benefit in build- 
ing family relationships between trust insti- 
tutions and their beneficiaries, which have 
continued in many institutions for several 
generations, have been followed by the ac- 
ceptance of the corporate trust idea through- 
out this and other countries. Many of the 
larger institutions have established in the 


minds of the public a persunality as defin- 
ite and outstanding as any individual, not- 
withstanding changes in personnel or or- 
ganization. 

Is there any justification for the criticism 
that trust officials have been recreant to the 
trust? Most trust officials are lawyers, upon 
whom rests the obligation to apply property 
faithfully in accordance with the confidence 
reposed in them. Huxley says that “the way 
to slay a theory is with a brutal array of 
facts.” 


What Is the Reason for Antagonism of the 
Lawyers? 
Certain lawyers claim that they are mem- 
bers of a class having an exclusive franchise 


to practice law. Trust companies claim that 
when incorporated under the laws of their 
states they have been given a franchise to 
do a trust business and as such are em- 
powered to perform any function necessary to 
carry their powers into effect. 

What is the difference between us which 
causes these lawyers’ criticism and antago- 
nism, resulting in injunctions, quo warrantos, 
penal actions and attempted restrictive legis- 
lation? The corporate fiduciary certainly 
has no desire to do a law business. Do the 
lawyers wish to do a fiduciary business? The 
articles by Surrogate Slater of New York 
and T. J. Pugh of Boston, in recent is- 
sues of the American Bar Association Jour- 
nal, indicate that they do. 

The practice of law seems to have differ- 
ent meanings in different states, and until 
the laws are clarified, fiduciary organiza- 
tions will continue to perform such acts as 
may be necessary to carry on their business 
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according to the laws of their respective 
states. The American Bankers Association 
can no more control its members in the states 
than the American Bar Association can con- 
trol its membership. 


Lawyers Fear That Their Perquisities Are 
Endangered 

The administration of property by an ex- 
ecutor, administrator, trustee, assignee or re- 
ceiver is a problem involving the conduct of 
a business, the management of property, the 
‘are and analysis of securities, the invest- 
ment of trust funds, fiduciary and tax ac- 
counting in all its intricacies, and many other 
activities which require expert guidance. Can 
it be said that in this modern age of spe- 
cialization the individual fiduciary is as well 
equipped to render the same service to the 
public as an organization which is always 
prepared to carry on? The Boston lawyer 
says “yes,” but we do not concur. We know 
that many lawyers agree with him, although 
it is contended that the movement has been 
organized solely to prevent the preparation 
of wills, trusts and other documents by, upon 
the suggestion of or under the direction of 
lawyers employed by Trust Departments. 


“Tell It Not in Gath” 

“Tell it not in Gath’; we have for some 
time suspected the real reason, but Mr. Pugh 
makes vocal the fact that the lawyer’s antag- 
onism is because he considers his perquisites 
endangered and pleads that the ‘family legal 
adviser frequently served as executor and 
trustee, and such professional work of the 
lawyer was regarded as the legitimate re- 
ward of faithful practice and formed a sub- 
stantial part of the lawyer’s business and in- 
come’; but times and conditions have 
changed and we must all understand that in 
this modern world an unchanging law is that 
change is constant, The fee received for the 
preparation of a will or trust is of minor im- 
portance; the compensation to the fiduciary 
a major item. Therefore the organized at- 
tempt made to limit the activities of corpo- 
rate fiduciaries by court proceedings, legis- 
lative harassment, public criticism and lying 
in wait, are acts of self-preservation. 


Maintain the Right to Advertise for Trust 
Business 

the right to advertise our 
business in any manner which is approved by 


We maintain 
the public we serve. We maintain that a 
testator or trustor has the right to select the 
person or institution to carry out his wishes 
untrammeled by the rules of an association 
with which he has no concern. We mdintain 
that as he considers the discussion prior to 
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the preparation of a will or trust a business 
problem, involving as it does the care and 
distribution of his property, the investment of 
his funds, the question of family relation- 
ships, that he is entitled as a matter of right 
to the presence of his trust adviser when in 
conference with the lawyer. We maintain 
that the rights of the public are paramount 
to any jurisdictional controversy between 
lawyers and trust officials. 

Members of the bar know that doing a law 
business today, particularly in the large 
cities, is a combination of business and law, 
and that if they were to be required to limit 
their activities to strictly legal matters they 
would be engaged entirely in the practice of 
looking up legal questions, writing opinions 
thereon and the trial of cases, but in the 
general process of evolution many lawyers 
practice law by engaging in the larger prob- 
lems of corporation management and devel- 
opment, the reorganization of businesses, the 
management of property in jeopardy, special 
commissioners in condemnations, as general 
business consultants and acting in many fidu- 
ciary capacities, in this twilight zone in 
which the lawyer and the corporate fiduciary 
meet. 

As we have no desire to limit the business 
activities of the lawyers, nor do we desire to 
do a law business, there should be a sane co- 
operation between all of us for the ameliora- 
tion of conditions to accord with present-day 
business standards, so that lawyers and trust 
companies can operate without friction in 
their respective fields. 

Legal Canon of Ethics 

If the corporate fiduciary is not permitted 
to carry out its charter powers, according to 
its own concepts, then the legal canon of 
ethics should contain these provisions: The 
lawyer shall not collect accounts until litiga- 
tion arises, for the collection of accounts can 
best be handled by collection agencies which 
may not be permitted to practice law. He 
shall not search real estate transfer records 
prior to giving a legal opinion on the title, 
for this is the vocation of the abstractor. He 
shall not prepare income and inheritance tax 
returns, prepare settlements or schedules, for 
that is the business of the public accountant. 
He shall not act as receiver, assignee, execu- 
tor or in any fiduciary matter, except as le- 
gal adviser, for that is business management 
and should be handled by the graduate of a 
school of business, commerce or finance. He 
shall never act as executor or trustee in a 
will prepared by him. If each vocation 
should be strictly confined to its own field, 
this would be a narrow world indeed! 
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Corporate Fiduciaries Seek Protection of 
Trust Clients 

Much has been said about the corporate 
fiduciaries’ inadequate acquaintance with the 
testator’s family, of his affairs, of his de- 
pendents’ need; that, owing to our form of 
organization we are disinterested, soulless or- 
ganizations concerned only in the compensa- 
tion for expert service rendered. We say 
that we are interested in creating a right 
understanding among members of the family, 
of the facts regarding property, its distribu- 
tion and its conservation; that we have by 
constant reiteration, advertising and solicita- 
tion educated the public to the necessity of 
making a will, impressed upon the public 
mind that the right originally denied to them 
and fought for now becomes a duty of every 
right-thinking person who has property. 

We are impressing upon every man that 
as the head of the family he has definitely 
assumed the responsibility for the support 
of his dependents, that they have a right to 
look to him for adequate maintenance, that 
he must not only carry life insurance but 
that there shall be certainty that the funds 
must not be paid in a lump sum, but so ar- 
ranged that the fund will be carefully in- 
vested and distributed after death, that this 
burden should not be thrown upon a widow 
inexperienced in business, who may receive 
the insurance check and a fake prospectus 
in the same mail, who may be lured by at- 
tractive promise of large income return from 
doubtful investments. 

The corporate fiduciaries’ consistent advo- 
cacy of the idea of protection of those en- 
titled to consideration, either by reason of 
family relationship or as a member of the 
human family, has resulted in those out- 
standing developments of trust service, the 
living trust, the insurance trust, the business 
insurance trust and the community trust. 


Factors in Wise and Benefit Bestowals 

Experience has shown that gifts for char- 
ity frequently result in losses, mistakes and 
difficulties, and a complete failure of the 
charitable gift in accordance with the givers’ 
wishes and the needs of the beneficiaries of 
the trusts. 

Through the medium of the trust institu- 
tion the thoughts of men of wealth have been 
guided toward the charitable needs of the 
present and the consideration of preventative 
measures for the welfare of future genera- 
tions. The trust institution witn a _ well- 
developed sense of public responsibility has 
created in the minds of many a sense of com- 
munity cooperation, of sympathy with com- 
mon needs, and the necessity of curbing anti- 
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social ideas which tend to weaken the foun- 
dation of our government. 


Defense of Lawyers Connected with Trust 
Companies 

We resent the statement that lawyers con- 
nected with trust institutions have not a 
high regard for the ethics of their profession, 
that the corporate staff lawyer has in mind 
the interest of the corporate fiduciary rather 
than the testator, by suggesting provisions in 
instruments to the disadvantage of the tes- 
tator and his family. We say that lawyers 
representing trust institutions, many of 


whom have occupied high places in the ad- 
ministration of justice, hold as high a posi- 
tion in the regard of the public for integrity, 
honor, fair dealing, and for the ethics of the 
profession as any member of the bar. 


To claim that trust institutions are infal- 
lible in their judgments, that errors have 
not been made by them, is to accord to hu- 
man beings attributes no one can possess; 
but I have never heard of a case in which a 
high court has found against a fiduciary on 
the ground that the attorney representing a 
corporate fiduciary in the preparation of a 
will or trust was guilty of overreaching a 
testator or trustor to his disadvantage. 

We know that a will or trust is revocable 
during the maker’s life and if he feels that 
he has been misled he can cancel the in- 
strument. The widow also has her remedy 
in case of dissatisfaction. Nevertheless a 
widow rarely renounces the provision in a 
will for her benefit, which would be other- 
wise if she were of the opinion that taking 
under the statutes would benefit herself and 
her children. 


Code of Ethics 

Codes of ethics have been adopted by cor- 
porate fiduciaries and an earnest effort made 
to cooperate with the bar, but in many cases 
after an agreement has been reached in re- 
gard to practices some lawyers start agita- 
tion for more concessions, and then more, 
until it has reached a point that it seems the 
only agreement that will satisfy many mem- 
bers of the bar, is the surrender of our 
charters. In several states in which it 
seemed that an amicable understanding had 
been reached, there have been proposed re- 
strictions more drastic than the major re- 
quirements in states without agreements. 

Of course, there will be the corporate fidu- 
ciary which must be kept within bounds, 
whose advertising and practices are subject 
to criticism—just as there is the lawyer who 
flagrantly oversteps the rules of good con- 
duct. Neither association should be indicted 
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as a whole for the dereliction of individuals. 

After all, the reason for the existence of 
the lawyer and the trust institution is to 
serve the people; they are entitled to and 
will be heard and be permitted to decide 
whether a corporate fiduciary is rendering a 
real service to the community, economically, 
efficiently and safely. 

Carrying Issue to the People if Necessary 

The corporate fiduciaries should at once 
take action to secure from the legislatures 
of their states, enactments specifically de- 
fining the practice of law, so that the field 
of legal endeavor be limited to its proper 
sphere, and in those states permitting such 
action the controversy be carried to the peo- 
ple through the initiative and adverse legis- 
lation opposed through the referendum, so 
that our powers may be defined. 

It is with a deep sense of responsibility 
that we acknowledge that the corporate fidu- 
ciaries owe a duty to the public to guide the 
in xperienced, to advise on financial matters, 
to act as a check on the improvident and to 
approach problems affecting the family with 
firmness and understanding of human nature. 
In accepting these trusts we know that we 
stand on the threshold between present and 
future generations, well prepared for the 


question: “Watchman, What of the Night?” 


\? 2 ? 
“ “. “ 
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CASH POSITION OF LEADING AMERICAN 
INDUSTRIES 


The current issue of “The Midland Sur- 
vey,” the publication of The Midland Bank of 
Cleveland, edited by D. C. Elliott, economist, 
contains an interesting survey as to the cash 
position of 60 leading American industrial 
corporations, which reveals remarkable 
strength. The survey sets forth: 

“The cash position of 60 leading American 
industrial corporations on June 30, 1931 after 
two years of depression was considerably 
stronger than during the 1924-1927 period, 
and only 14 per cent below that of the 1928 
peak, according to The Midland Bank of 
Cleveland. It is pointed out that the decline 
in 1930 and 1931 has been more than offset 
by the fall in the price level which has some- 
what reduced the amount of cash necessary 
for current expenses. 

“A chart depicting the trend of cash and 
marketable security holdings of the represen- 
tative industrial concerns appears with the 
article. The chart shows that on June 30, 
the 60 companies had $269,000,000 in cash 
and $124,000,000 in marketable securities, 
making a total of $393,000,000. At the peak 
in 1928 the total was $456,000,000 and the 
four-year average from 1924-1927 was only 
$322,000,000.” 


NATIONAL UNEMPLOYMENT RELIEF COMMITTEE MEETS WITH PRESIDENT 
HOOVER TO MOBILIZE RESOURCES FOR COMING WINTER 
To the right of President Hoover is Walter B. Gifford, National Relief Director, and 
to his left, Owen D. Young. 





RESTORING COMMERCIAL BANKING TO ITS PROPER 
SPHERE 


DEPARTURE INTO HAZARDOUS FIELDS OF CAPITAL AND REAL ESTATE 
FINANCING 


EUGENE M. STEVENS 
Chairman of the Federal Reserve Bank of Chicago 


(Epitor’s NOTE: 


The trying erperiences of the past few years and especially of 


the last two or three months have sufficiently demonstrated that commercial banking is 
suffering the consequences of having drifted far away from its moorings and venturing 
into fields of investment, financing and capital alignments which are inconsistent with 
the primary essentials of safe commercial banking, namely to keep assets liquid and 


readily marketable and to put foremost the responsibility to depositors. 
worked great changes in 


traces the conditions which have 


Mr. Stevens 
the banking structure and 


submits his conclusions as to the retracement to sound principles of adjustment.) 


HE time may be opportune to re-exam- 

ine carefully the policies and conduct 

of our banking institutions, particular- 
ly as to the fundamental functions for which 
they were organized, and to determine 
whether or not we individually are adhering 
in policy and in practice to sound banking 
principles. 

The word “function” is defined as “a nat- 
ural and proper action.” In my opinion, most 
of the economic troubles which the world is 
now heir to can be traced to interference 
with the natural and proper actions of trade 
and of finance by artificial regulations of 
political and governmental bodies. Thus, we 
have half of the world suffering from an 
oversupply of goods and the other half of the 
world suffering from a want of these goods, 
with artificial barriers set up between them 
which make it impossible for supply and 
demand to meet. 

however, one of the causes of the ex- 
tremes of inflationary and false prosperity 
has been that individual business has yielded 
too much to the temptation to depart from 
its natural and proper action. On the other 
hand, in the extremes of depression, which 
inevitably result from the fictitious prosper- 
ity thus created, business and finance have 
been forced to depart from the natural and 
orderly conduct of their affairs. 

It may not be amiss therefore to reflect 
on the basic functions of the commercial 
bank and to determine how far we may have 
departed from them in the extraordinary 
years of the recent past. It will be agreed 
that the primary functions of a commercial] 
bank are to receive deposits and to grant 


credits. A commercial bank is a kind of a 
clearing house through which those indi- 
viduals who are temporarily in possession of 
surplus funds may lend their funds to others 
who are temporarily in position to use funds 
in excess of their own. I shall not attempt 
tc enumerate the other functions of a bank, 
most of which are incidental to the conduct 
of its business as above suggested. The trust 
function is an entirely distinct one and need 
not be discussed here. 


EUGENE M. STEVENS 
Chairman of the Board, Federal Reserve Bank of Chicago 
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First Responsibility to Depositor 

The bank’s first responsibility is to its de- 
positors; those who have left their funds 
with it on the distinct pledge that they may 
withdraw them promptly and without ques- 
tion when they so desire. The banker, in 
lending the funds of his depositors, must 
never under any circumstances lose sight of 
this obligation. He must not forget that it 
is the money of a depositor which he is lend- 
ing to a borrower. An individual depositor, 
if he expected to need his funds in a short 
time, would scarcely lend them to his neigh- 
bor for the purpose of buying a home for 
which he could not expect to repay the 
lender for a period of years. I am aware 
that the law of averages applies in the 
length of time of the average total deposits 
and therefore may warrant some departure 
from self-liquidating and _ early-maturing 
loans, but the experiences of the last few 
years have upset some of our preconceived 
ideas of such averages, and have developed 
many instances in which banks were unable 
to meet their deposit demands through their 
inability to realize on long-term capital 
loans. 

The theoretical credit function of a com- 
mercial bank is to furnish the temporary 
eapital for the movement of goods between 
the producer and the consumer, and from 
the stage of raw material to that of finished 
products. This means in industry to furnish 
the manufacturer with funds to buy his raw 
materials and pay his labor pending the sale 
and payment for his goods by the merchant. 
It means for the merchant the borrowing of 
temporary working capital between the time 
of his purchase and payment of goods and 
their sale and payment by the consumer. It 
means to the farmer a temporary loan for 
his necessary expenses in producing the crop 
until it is matured and sold. 


Inherent Differences in Trade and Capital 
Financing 
The exigencies of trade and commerce, the 
extraordinary development of the securities 


markets and the necessities of temporary 
loans for construction purposes pending per- 
manent financing, have made necessary some 
departure from this fundamental basis of 
loans between the producer and the con- 
sumer, but in endeavoring to meet changing 
conditions, it may be that the tendency in 
some commercial banks has been to depart 
too far from their primary functions. 

I refer especially to the inherent differ- 
ence between commodity and trade financing 
as against capital financing. These are two 
distinct functions and represent the differ- 
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ence between commercial and investment 
banking. Many commercial banks engage in 
the bond business either directly or through 
subsidiaries, but there is a great difference 
between being sellers of capital credit and 
lenders thereof. I do not mean to go so far 
as to suggest that commercial banks should 
not carry in their own assets a certain per- 
centage of bonds, which are a form of capital 
credit. However, I do believe that they 
should restrict such purchases to the highest 
grades of bonds which have ready market- 
ability, and preferably those of short matu- 
rities, in order that they may have a certain 
percentage of them running off periodically, 
and also because in declining markets, the 
short maturities do not suffer in price as do 
the long ones. 


Majority of Bank Failures Due to Real 
Estate Financing 

Any reference to capital financing brings 
us to the very impertinent question of real 
estate financing, loans based on mortgages 
or real estate equities, and of their place in 
the commercial banking system. 

I do not need to say to this audience that 
these last years have demonstrated that many 
of such loans have been about the most un- 
liquid asset which a bank could carry, and 
also that the safety of the principal itself 
has frequently suffered in the declining value 
of the security behind it. In this time of 
serious business depression, real estate val- 
ues, both in the cities and on the farms, ap- 
pear to have been about the first to suffer 
and may be about the last to recover. The 
extraordinary amount of distress lands and 
real estate which depressed conditions de- 
velop make for slow recovery in values, even 
after other may have shown sub- 
stantial improvement and trade and com- 
merce have resumed their more normal 
courses. A large proportion, indeed I venture 
to say a large majority, of the bank failures 
in the last ten years may be directly trace- 
able to their investments of this character, 
because of default in interest, shrinkage in 
the value of the security as principal, and in- 
ability to realize thereon when liquidity was 
most needed. Indeed, the situation in real 
estate values may be said to be one of the 
vital factors in the present depression. 

Out of these experiences, is it not obvious 
that the banking system has been carrying 
far too large a proportion of the burden of 
the country’s real estate financing, and that 
henceforth other agencies must be depended 
on to take over this load? Perhaps new 
agencies will have to be established in addi- 
tion to the insurance companies, the building 


assets 
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and loan associations, the private investor 
markets, and others already existing, such 
new agencies to be organized in a manner 
to issue their own long-term obligations 
against these long-term capital credits. 


Has it not been demonstrated that demand 
and short time deposits in banks should be 
invested only in a very limited degree in 
these types of long-term capital loans, which, 
when the need is greatest, are the least avail- 
able to meet the banks’ short obligations? 
Is it logical for a bank to assume demand 
obligations to meet which it holds assets of 
long maturity and at best of doubtful liquid- 
ity? One of the great problems in banking 
world today is to find some means to re- 
lieve certain banks of frozen assets of this 
character to save them from embarrassment, 
and to relieve the distress of the depositors 
in banks with such assets, which have been 
forced to close. 


Striking Changes in our Financial Structure 

If it is essential, therefore, that commer- 
cial banks should offset their demand and 
short-time obligations with self-liquidating 
commodity and commercial assets and should 
leave the long-time loans to the investment 
banking field, where they theoretically be- 
long; if the banks should engage only in com- 
modity and trade financing, or to the limited 
extent in which they invest in capital loans, 
such as bonds and real estate securities, 
which should be restricted to those of only 
the most marketable character; and if capi- 
tal financing otherwise should be provided 
from the long-time investment field, the query 
arises as to where under present conditions 
the bank, whether urban or rural, may find 
a sufficient outlet for the employment of its 
deposits. 

I realize that this is no idle question and 
that the striking changes in our financial 
structure during the last ten or fifteen 
years have made it very difficult to answer. 


The corporation which formerly borrowed 
seasonally from its bank on its commodities, 
has in numerous instances financed itself 
permanently by the sale of its stocks and 
bonds to an eager public during these years 
of increasing individual wealth seeking in- 
vestment. That corporation no longer bor- 
rows from its bank, thereby giving the bank 
eligible and liquid paper—it is more likely 
at certain seasons of its year to be competing 
with the bank as a lender of money. Some 
of our. great corporations, who thus have fi- 
nanced themselves publicly on the basis of an 
inflated prosperity in capacity, in volume, 
and in prices of commodities, may today find 
themselves in possession of working capital 
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substantially in excess of their normal needs, 
and thus they are engaging to some extent 
in the banking business as lenders of money, 
a purpose for which they were not constituted 
and for which their stockholders did not 
make their investments. The amount of 
call loans on the New York Stock Exchange 
for others than banks in 1929 reached the 
enormous sum of $3,825,000,000, and a sub- 
stantial portion of this came from the corpo- 
rations. 


It might not be amiss for some of them 
to consider the redistribution of a part of 
this excess working cash capital in special 
dividends to their stockholders, who probably 
need it more than the corporation does, to 
pay their individual debts accrued in buying 
the stock or to be used for the purchase of 
goods they require. Or, possibly, such a cor- 
poration might wisely use some of this ex- 
cess cash capital in buying back from the 
open market some of its own stock and re- 
tiring it, not without benefit to itself, its 
stockholders, and the markets. Again, the 
marked tendency toward concentration of in- 
dustry into large units has diverted the bor- 
rowings of the plant in the smaller cities 
from the local bank to the corporation’s 
metropolitan banking connections. Centrali 
zation in industrial control has led to cen- 
tralization in banking accommodations. 


Competitive Credit Agencies 

Furthermore, there has been a marked in- 
crease in the competitive credit facilities 
outside of the banking system, such as the 
installment finance companies engaging in 
the business of credit direct to the consumer, 
whose credit needs for the necessary pur- 
chase of goods were formerly cared for by 
his local bank. By reason of all the various 
credit agencies, some of them new in their 
importance, it is obvious that a vast amount 
of the credit structure of the country is en- 
tirely outside the direct control of the bank- 
ing system, and that surplus credit has had 
much to do with the inflation which we ex- 
perienced. 


In this discussion, I am not forgetting the 
obligation of the bank to the community 
which it serves. There is such a demand and 
it often takes the form of housing loans in 
the cities, of mortgage loans on the farms, 
of loans on the securities of local industries, 
and other forms of capital financing. Not- 
withstanding this obligation, the commercial 
banker, in my opinion, must be cautious not 
to overextend himself in using his deposits 
for such loans, never losing sight of the de- 
mand character of such deposits. He may 
better use his influence in seeking to en- 
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courage other agencies organized for the 


particular purpose of granting capital cred- 
its against their own long-time obligations. 


Employing the Surplus Loanable Funds of 
Banks 


I am aware that I have not answered the 
difficult question as to what the commercial 
bank may find as an investment for its sur- 
plus funds. I have referred to commodity 
loans between producer and consumer as the 
primary credit function of the commercial 
bank. Under present conditions, the demand 
for loans strictly of this character is fre- 
quently not sufficient to employ all of the 
bank’s loaning power. I have intimated that 
it may have to take on a restricted amount 
of certain types of capital loans, in the na- 
ture of bonds and mortgages, providing they 
possess reasonable elements of market-ability 
and liquidity. The public investment in cor- 
porate securities, to which I have alluded, 
and the consequent lack of commodity paper, 
make it necessary for banks to 
make loans with securities of this class as 
collateral, but, again, this should be done 
warily and with a view to the availability 
of such loans under emergency conditions. 
By their nature, they cannot be eligible for 
rediscount at the Federal Reserve banks, and 
the same emergency which demands their 
payment often makes the calling of them 
dangerous to the general situation. 

A very substantial field of investment is 
afforded by the United States Government se- 
eurities, which not only have ready markets 
but which, under the Federal Reserve Act, 
may be used by member banks of the System 
as collateral to loans with the Federal Re- 
serve banks and therefore have excellent 
liquidity as a secondary reserve. The amount 
of commercial paper available from brokers 
is limited and has been decreasing in volume 
for the same reasons that this character of 
paper is lessening in the banks’ loans to their 
own customers. There is a growing market 
in bankers’ acceptances, which are directly 
a form of commodity financing, and eligible 
and liquid, and many of the larger banks 
presently have substantial amounts of such 
acceptances in their portfolios. All second- 
ary assets of this character should be con- 
sidered with relation to their eligibility with 
the Federal Reserve banks or their availa- 
bility as collateral with correspondent banks. 

The objection that assets of the character 
which have been mentioned yield but low 
returns in interest, must be met with the 
assertion that, in so far as this may not be 
offset by lower rates of interest paid on de- 


seems to 
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posits, by increased service charges, and re 
duced operating costs, a bank cannot afford 
to sacrifice safety for earning power. 


Elimination of Weak Spots in Banking 
Structure 

In view of all these changing conditions, 
it is very difficult to predict what the fu- 
ture may hold and just how the further de- 
velopment of the credit structure of the 
country will react on the commercial banker 
in respect to the investment of his assets in 
a manner to insure both safety and ready 
availability to meet his obligations. At this 
particular time, the clouds are still in the 
sky, but we know that beyond them the sun 
is still shining and that some good day we 
will see it again. In the meantime, as we 
look ahead through the haze, we may dis- 
cern certain things in a dim way, some of 
which prove to be real and some only 
mirages. 

The elimination of a large number of 
banks all over the country in the last ten 
years should operate to make the remaining 
banks stronger and more profitable. We have 
in many places had an overcapacity in bank- 
ing in the sense of too many banks, as in 
everything else, and a lesser number of com- 
mercial banks should find in normal times 
that they will be able to get a larger propor- 
tion of the class of assets which come within 
their primary function. 


Period of Consolidation and Refinement 


Ahead 

An English visitor recently asked me if 
foreign investors in American securities could 
look forward to as much progress in the 
United States in the next twenty years as 
has developed in the last twenty years. My 
answer was “Yes, but progress of a different 
nature.” I said that much had been done 
in the last twenty years to develop the latent 
resources of the country and that the time 
was approaching when that factor, which 
has been so important during all the history 
of this country, would be well realized. That 
meant that we have been for many years in 
the period of growth and development, and 
that this period would not continue indefi- 
nitely, and the question was even now as to 
whether we had not reached the state of 
overcapacity in some of our industrial and 
agricultural life. Furthermore, with the re- 
striction of immigration and the declining 


birth rate, we could not expect the same rate 


of population increase to continue. 


I therefore concluded that the next twenty 
years would not be so much a period of 


(Continued on page 552) 
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WHEN TRUSTEES ARE CALLED UPON TO EXERCISE 
DISCRETION 


GUIDING RULES BASED ON JUDICIAL INTERPRETATIONS AND PRACTICE 


EDMUND NELSON 
Vice-president, Bank of America, N. T. & S. A., Los Angeles Office, Cal. 


(Epitor’s Note: The language of some recent court decisions appear to hold the cor- 
porate fiduciary to a higher standard of responsibility in exercise of discretionary powers 
in handling estate of trust funds, than required of the individual. This relates not alone 
to trust investments but also to the handling of real property, application of income and 
also to the interpretation of mandatory, implied or permissive discretionary powers. The 
subject is charged with timely interest and is ably discussed herewith.) 


present tendency to grant discretionary 

powers to trustees. The inference is that 
the powers of trustees in earlier times were 
more limited. This is not so. With the ad- 
vance of time trusts have appeared for new 
uses and purposes but trustees have been 
given about the same relative discretion as 
formerly. Any patient investigator will find 
in the early English and American decisions 
precedent for almost every conceivable dis- 
cretionary power granted to a modern trustee. 

The existence of a trust implies the pres- 
ence of a competent trustee. It is one of 
the essential virtues of a good trustee that 
he be capable of exercising discretion. By 
the very nature of their office trustees, from 
the beginning, have been required to exercise 
independent judgment in many directions. It 
is one of the essential differences between a 
trust and a simple bailment. 


[’ is sometimes suggested that there is a 


Conveying Implied or Express Discretionary 
Powers 

For convenient treatment of the subject 
discretionary powers of trustees may be 
classified as powers, implied or express, the 
exercise of which is mandatory, and powers 
which are permissive only, to be exercised or 
not as the trustee may see fit. It is some- 
times difficult to determine whether a dis- 
cretionary power is mandatory or a mere 
naked power which the court will not compel 
the trustee to exercise, yet the distinction is 
based on sound reason and can usually be 
determined from the nature of the trust. 


Such powers in trust should not be con- 
fused with another class of powers recog- 
nized in many jurisdictions where the. donee 
of the power does not own the legal estate 
or the power does not rest upon a trust in 


the true sense. In California and in some 
other jurisdictions powers not supported by 
a legal estate or a trust in the donee are not 
recognized in the law. (Estate of Fair, 132 
Cal. 523.) Powers of this character will not 
be further considered here. The subject is 
highly technical and hardly relevant to this 
discussion. 


Discretionary powers in trust, the exercise 
of which is mandatory, may be either im- 
plied or express. The nature of such powers 
may be more readily understood if we first 
consider those which are implied, and by 
example rather than definition. 


In the Selection of Investments 

In the administration of any express trust 
there must be some room for the exercise of 
independent judgment however clearly the 
trustee’s duties may be defined. Where a 
trustee is given a fund and directed to apply 
the income to stated uses the power to in- 
vest is implied if not expressly declared or 
limited. If the trustee is under a definite 
mandate to invest the fund and is strictly 
limited by the instrument creating the trust 
or by statute to investments within a certain 
class, there is still need that he exercise 
some discretion in selecting investments 
within the permitted class. The law assumes 
that he will act with reasonable prudence, 
and the implied discretion is as real as if it 
were expressly stated. 


Dealing With Real Property 
An estate in trust may include real prop- 
erty of which the trustee is required to take 
and apply the income. It is highly desirable 
that the trustee’s right to lease should be 
defined in the instrument creating the trust, 
with particular reference to the period for 
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which leases may be made, but very often it 
is not done. Without any express grant there 
is an implied power to lease in the exercise 
of which the trustee must use reasonable 
discretion with reference to the right use of 
the property, the character of his lessee, the 
length of the term, and in many other re- 
spects. (2 Perry on Trusts, Sec. 484.) 

A very difficult question often arises con- 
cerning the term for which a trustee may 
lease. In the absence of express authority it 
is the general rule that a trustee’s lease will 
be limited in time to the duration of his legal 
estate or right of possession. It has been 
held in some cases that receivers, who are 
trustees by court appointment with limited 
powers and for short or uncertain terms, 
may, where it is for the best interest of the 
estate and where the court so finds, lease for 
periods beyond the term of their office. (34 

Farmers Loan & Trust Com- 
pany vs. Baton, 114 Fed. 14.) 

In many jurisdictions there is statutory 
authority for leases under court order by 
executors, administrators and guardians. 
Such leases are good after distribution of 
the estate or termination of the ward's in- 
eapacity. (California Probate Code, Sec. S40, 
842.) 

In the absence of specified powers, the 
right to take the income of real property in 
trust may imply not only a power but a duty 
in the trustee to preserve and keep the es- 
tate in repair, insure the improvements, and 
pay taxes. Under some conditions it may 
include the power to improve, encumber or 
sell the realty. (2 Perry on Trusts, See. 
477a, 477b.) Even a constructive trustee 
who, by reason of his fraud, holds title for 
another may make necessary repairs and is 
entitled to reimbursement. (Woodward vs. 
Wright, 82 Cal. 202.) In such cases the trus- 
tee may not fold his hands and remain inac- 
tive. The implied power is at once a duty 


to be performed and a 


neglected. 


liability if it be 


Trustee Holding Title to Real Property 

A trustee may hold title to real property 
to convey, sell or manage it for the benefit 
of remaindermen without possession or right 
to the income or other active duty before 
termination of the limited or life estate of 
the person in possession. If the beneficiary 
of the limited estate is a minor or incompe- 
tent there may be an implied discretionary 
power in the trustee to repair, preserve and 
protect the estate, or even to manage it. (2 
Perry on Trusts, Sec. 477.) In extreme cases 
the courts will compel the trustee to exer- 
cise the power but in so doing will permit 
the use of independent judgment within rea- 
sonable limits. 

Trusts of this character are numerous in 
England and are appearing frequently in 
this country. The so-called living trust where 
a trustee holds title to real property of which 
the income or right of 
tained by the trustor during his life is of 
this kind. Postponement of the time when 
the trustee’s duties are to become active does 
not, in itself, make the trust dry or pas- 
sive. The trustee should not assume the re- 
sponsibility of indifference or neglect if con- 
ditions indicate the necessity for action to 
preserve the estate. An inactive beginning 
may become an exciting responsibility. The 
law does not condone a trustee who refuses 
to think or act while the estate wastes be- 
fore his eyes. 


possession is re- 


Express Discretionary Powers of Mandatory 
Character 

Many other cases of implied discretionary 
powers might be stated without further ad- 
vantage to this discussion. Express discre- 
tionary powers of a mandatory character will 
next be considered. Powers of the kind al- 
ready mentioned may, and often do, rest 
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upon express grant. In such cases the duty 
to exercise the discretion and the effect of 
its misuse or neglect is about the same as 
where the power is implied. There is, how- 
ever, another class of mandatory discretion- 
ary powers which are seldom or never im- 
plied but rest upon express grant. 

The of this character most often 
given to a trustee is the power to apply the 
income or principal for the use of designated 
beneficiaries or such of them as he may se- 
lect, or for other purposes. There are, of 
course, cases where this power is purely dis- 
cretionary and the trustees cannot be com- 
pelled to act. In most instances, however, 
the beneficiaries are persons likely to be de- 
pendent in greater or less degree upon the 
trust and the trustee cannot refuse to act. 
The courts will always try to enforce pow- 
ers of this character as trusts leaving to the 
trustee only the power of selection and ap- 
pointment. (Wainright vs. Waterman, 1 Ves. 
Jr. 311; Keates vs. Burton, 14 Ves. 434.) In 
such cases, if the trustee exercises his discre- 
tion without reference to the relative needs 
of the beneficiaries or from corrupt, partial 
or selfish motives, the courts will interfere, 
even to the extent of directing equitable ex- 
ercise of the power and surcharging the trus- 


power 








tee for funds improperly applied. Equity 
weighs with even balance, not only the mo- 
tives of the trustee, but the needs of help- 
less beneficiaries. 
Power to Distribute and Apportion Estate 
Of the same character is the power to dis- 
tribute and apportion the estate among the 
beneficiaries in a class, not in even parts or 
undivided interests in all the trust property, 
but in separate parts and parcels. In such 
cases the courts will again interfere if the 
power is exercised with obvious unfairness 
or corrupt motives. As a general rule, how- 
ever, if the trustee refuses to act, the bene- 
ficiaries will take the whole estate as ten- 
ants in common. (Loring vs. Blake, 98 Mass. 
253.) While the discretion of the trustee 
may be broad, it is still a power in trust sub- 
ject to reasonable control. At that point, 
however, we depart from the rule of the 
cases heretofore mentioned in this, that the 
trustee may refuse to act or to exercise the 
power and his refusal will be without effect 
upon the equitable rights of the beneficiaries 
who then take equally. Equality is equity. 


Where Judgment of Trustee Controls 
To complete our inquiry we should next 
consider powers which are purely discre- 
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tionary and controlled only by the judgment 


of the trustee. The essential characteristic 
of such powers is that they rest upon the 
trustee’s observation, opinion or belief, and 
the courts will not interfere or compel the 
trustee to act against the dictates of his own 
honest judgment or conclusion. 

In an early English case an estate was 
given to three trustees with the power to 
pass the absolute estate to the testator’s son 
if, for the period of seven years after the 
testator’s death, his conduct and behavior 
should be to their satisfaction and approba- 
tion. The court held that it was a case 
where the discretion of the trustees was in- 
tended to be exercised upon matters of opin- 
ion, with which it would not interfere, and 
that the right of the beneficiary to take the 
estate was contingent upon his obtaining the 
trustees’ approval of his conduct. (Walker vs. 
Walker, 5 Maddock’s Reports, 44 [1820].) In 
the discussion the court intimated that if the 
right of the beneficiary to take had been de- 
pendent upon the fact of his good or bad 
behavior, rather than upon the trustees’ opin- 
ion on the subject, it would have interfered 
and decided the fact if the trustees had exer- 
cised their discretion improperly. 

It is in original and early cases like this 


that we usually find the beginning of an 
equity rule and the reason which supports 
it. The rule of this case has been generally 
approved and is still good law. 

In another case the trustee directed his 
executors to pay a portion of the income of 
his general estate to a beneficiary for certain 
uses, “unless circumstances should render it 
unnecessary, inexpedient and impracticable.” 
The court held that the exercise of the dis- 
cretion called for the opinion of the trustees, 
with which it would not interfere unless it 
appeared that they had not acted in good 
faith. (French vs. Davidson, 3 Maddock’s 
Reports 396 [1818].) In the files of any 
modern trust company we may find trusts 
containing discretionary powers of similar 
import and effect. 


Other examples and cases would be cumu- 
lative and unnecessary to demonstrate the 
rule. To the extent that powers of this char- 
acter are purely discretionary the responsi- 
bility of the trustee is moral rather than pe- 
cuniary and is not to be feared unless he has 
acted in bad faith or from dishonest motives. 
The courts always have jurisdiction to in- 
quire whether a trustee has acted within the 
discretionary powers granted by the instru- 
ment of trust and to surcharge him for losses 
resulting from improper or dishonest use or 
abuse of his powers. 


Care in Drafting Discretionary Provisions 

It is important that any one responsible 
for the drafting of an instrument of trust 
containing discretionary powers should have 
a clear understanding of the distinctions 
upon which their effect may turn. The use 
or misuse of a word or a phrase may save or 
defeat the purpose of the trustor; increase 
or lessen the responsibility of the trustee. 
Frequently trust instruments are long on 
words and short on clear and concise state 
ment. The work is both an art and a science. 


We have seen that the capacity to exercise 
discretion, which is only another name for 
sound judgment, is an essential quality of a 
competent trustee. Problems arise, however, 
which defy the powers of the best minds to 
solve them. Courts of equity are always open 
and from them the puzzled and worried trus- 
tee may seek advice and guidance. Where 
the trustee is in peril if he acts or if he re- 
fuses to act the court will hear his plea and 
assist him on his way of duty. He must 
come into court with clean hands, for equity 
will not condone his past indiscretions. If 
his motives are honest and the court directs 
his course he may proceed with safety, even 
if the court, being also human, erred in its 

(Continued on page 531) 
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GIVING ACCENT TO LEADERSHIP IN FIDUCIARY 
PROTECTION 


J. STEWART BAKER 
President, Bank of Manhattan Trust Company, New York 


(Epitor’s Nore: Trust service is not a business extension device conceived primarily 
for gain or profit. The public created the trust business, according to Mr, Baker in 
his admirable address at the recent annual meeting of the Trust Company Division of 
the American Bankers Association, in the course of which he traced the evolution and 
growth of corporate trusteeship in response to economic and social demands for continuity, 
responsibility and cumulative experience in the administration and conservation of 
property. Mr. Baker pays tribute to the legal talent which pointed the way to corporate 
fiduciaryship and dicells upon the new opportunities for service as well as responsibilities 
which call upon trust men for leadership.) 


N viewing a landscape, one cannot overlook Such considerations lend a real distinction 
a mountain in the foreground and, in to this business, or profession, whichever 
studying contemporary American life, one you choose to call it—it is both—and to you, 

cannot be biind to the impressive proportions who are its practitioners. Public interest is 

of corporate trust service. Fifty billion dol- intrinsic in everything that you do. 

lars in financial resources must loom large 


A Brief Historical Glimpse 
A brief historical glimpse may help to 
make this more evident. Perhaps the earli- 
est expression of the human need referred to 
was found in the dawn of history when men 


in any discussion. It is a topographical fact. 
This impressiveness is enhanced when one 
realizes how rapidly it has come about. <A 
single generation ago—in 1900—it involved 
only 7 per cent of the present number of 
financial institutions giving such service and 
resources of but little more than 3 per cent 
of those of today. This amazing growth chal- 
lenges attention, 


The Public Created the Trust Business 
There is no need in this company to give 
details of figures with which you all are ac- 
quainted, but I would like to draw from them 
one or two more or less familiar deductions. 
The first is that this great subject is less 
one of financial technology than of social 
relations—publie relations, if you will, since 
the scale of its operation already includes a 
substantial section of the public. Let us 
concrete this into a sentence: The public 
created the trust business. It was not a 
business extension device conceived by finan- 
cial men and foisted upon the public in order 
to gain more profits. The order was the other 
Way about—human need required a service 
that virtually compelled the creation of in- 
stitutions which could render it and they 
came into being. It is no affectation to say 
that the perfectly legitimate motive of busi- 
ness profits has been rather remarkably sub- 
ordinated in the development of trust serv- 
ice; its social values have been so much more i J. Stewart Bakes 
fake President, Bank of Manhattan Trust Company 
conspicuous. of New York 
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began to seek for means whereby their 
wishes as to the disposition of their property 
after death might be made effective. This, 
of course, led to the long, slow evolution of 
will-making, which even today is far from 
universal, and to the coordinated growth of 
executorship. It would be interesting, but 
superfluous, to trace this changing process 
through ancient Egypt, Greece and Rome, 
thence to Byzantium and into medieval 
Europe and modern England, in all of which 
it received essential features. However, we 
come at last to an incident so significant that 
I cannot forbear to touch upon it, 


In 1801, a retired seafaring man fell ill in 
New York City. Having a premonition that 
he was about to die, he greatly desired to 
assure the carrying out of his long-cherished 
dream of establishing a haven of refuge for 
poor and indigent sailors, or a “snug harbor” 
in the vernacular of the sea. This man was 
Captain Robert Richard Randall—a name 
which should be prominently enrolled in the 
annals of trust service. 


Like most sensible men, Captain Randall 
believed in engaging high class legal talent 
in the important task of drawing his will. 
There were perhaps no abler lawyers in the 
country than Alexander Hamilton, the na- 


tion’s first Secretary of the Treasury, and 
Daniel D. Tompkins, who later became Vice- 


president of the United States. They were, 
of course, technically competent to give ex- 
pression to his wishes, but when it came to 
making certain that these would be carried 
into effect, that was quite another matter; 
it called for creative genius. Randall ex- 
plained that he did not wish merely to dis- 
tribute his property, his purpose was to make 
sure that it should continue to function 
throughout future generations in providing 
comfort for aged members of his former ecall- 
ing. The most faithful executor would still 
be mortal, he emphasized, and no one could 
foresee on whom the sacred trust would later 
devolve. The plan must be made to work 
long after any individual trustees whom he 
might name had passed away. 


The Germ of Corporate Trust Service 


Here, indeed, was a problem that was new 
to will-making, so far as the record shows— 
at least it had never before confronted a 
Hamilton and a Tompkins. These brilliant 
lawyers worked out a most ingenious solution 
which has stood the test of 130 years, for it 
contained the germ of corporate trust service. 
In other words, the property was to be ad- 
ministered by trustees who were to qualify 
not as individuals but as occupants of of- 
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fices—such as the Chancellor of the State, 
the Mayor and Recorder of the city, the 
President of the Chamber of Commerce and 
others—the trusteeship passing automatically 
to the successor in office as each one left his 
then position, Five years later this board of 
trustees was incorporated by a legislative 
act, according to the wish expressed in the 
will, thus making it a corporate body. If 
this was, in fact, the seed from which the 
modern institution of corporate fiduciaryship 
has grown, it seems to me quite fitting to 
pay full tribute to the legal profession for 
thus pointing the way to the solution of a 
great human problem. 


However, in spite of the fact that a long 
procession of aged seamen benefited by the 
kindly thought of Captain Randall, it was 
many years before the new and vital prin- 
ciple began to be applied to other affairs. 
Two generations later there were but half 
a dozen companies in the trust business. This 
was not due to lack of understanding—our 
forefathers were not obtuse—but to the fact 
that surrounding conditions were not so in- 
sistent as they have since become. The pub- 
lic need was not yet pressing. 


Growing Demand for Corporate Form of 
Trusteeship 

Then came the era of railroads and steam 
power in industry. Fortunes grew into great- 
er figures, and the administration of estates 
involved large-scale problems in which the 
limitation of individual executors and trus- 
tees formed a disturbing factor. Corporate 
trusteeship was free from such limitations. 
Its capacity could be expanded to fit its re- 
quirements. It came inevitably into employ- 
ment—slowly at first; then less slowly, until 
within recent years its momentum has grown 
with astonishing speed. 

Now here is the point to be noted; the 
corporate fiduciary idea was not “sold” to 
the public by any aggression of the institu- 
tions rendering it—not until comparatively 
recent years—because it rested almost inert 
through the era of small affairs, but when 
public need called for its services, it arose. 
Technically, it may have been invented by 
Hamilton and Tompkins, but generically it 
was created by the public. Therefore, to the 
public as a whole, as well as to its individual 
trustors and beneficiaries, it owes its real 
allegiance. 

We come then to a significant fact: the 
trust business now finds itself in a position 
of great influence in the whole modern 
scheme of life. I use the expression “finds 
itself” intentionally because this position rep- 





TRUST COMPANIES 


Beware of False Erononyy! 


Life insurance records disclose tragic stories of distress 
wrought by the lapsing of policies by family providers. 


It is not economy to sacrifice life insurance pro- 
tection and thus jeopardize the security of 
several persons. That is something akin to 
“cutting off the nose to spite the face.” 


Who would think, for instance, of selling his 


home and ordering his family to live outdoors, 
all for the purpose of “saving >” 


Yet many men take such a chance when they 
lapse their protection. 


THE Y 


PRUDENTIAL 


HAS THE 
STRENGTH OF 
/ GIBRALTAR 


Che Prudential 


Snusurance Company of America 


Epwarp D. DuFFIiELp, President 


Home Office: Newark, New Jersey 





resents less the reaching of a long-planned 
objective than the realization that forces 
largely outside of itself have contributed to 
place it there. Moreover, in this actively 
moving world such a position is not one of 
rest but of action. It may have been at- 
tained almost unconsciously, but to be re- 
tained the business must constantly demon- 
strate afresh its qualities of service and lead- 
ership. 


Human Element Preserved 

First as to service, our complicated modern 
life has needs not recognized by our more 
leisurely ancestors. People are too many, 
their affairs too complex for the old intimacy 
of relations. We have mechanized many of 
our contacts, which is merely a way of say- 
ing that people in this so-called “machine 
age’ have sought means for eliminating hu- 
man limitations in meeting their require- 
ments. Some of these means have been of 
steam and steel, others have employed human 
factors but have organized them on a basis of 
new efficiency, and among the most efficient 
of the latter is trust service. 

Yet even in this machine age one very hu- 
man e¢all is increasing—the call for confi- 
dence. Has the demand for confidence ever 
been more insistent than it is today, in busi- 


ness, in social organization, in international 
relationship? And confidence is a synonym 
for trust. Trust service, therefore, however 
much its efficiency may suggest the machin- 
ery must be human at its very core in that 
it must be true to its name and inspire hu- 
man trust. 

In a striking degree that has been the case. 
So thoroughly segregated have been the as- 
sets of the trusts, so careful has been their 
administration, so complete their safeguard- 
ing by law that the thousands of financial 
institutions rendering this service have pre- 
served their trusts inviolate during the pres- 
ent troubled period. Even where the affairs 
of the institution itself have become involved, 
its trusts have remained secure. You all will 
recall instances of this—some of them prom- 
inent. The whole business has been founded 
on trust. The business has demonstrated 
that it deserves trust. 


Flexibility and Adaptability of Trust 

But its character has been active, not 
static. Its service has differentiated into the 
many branches with which you are familiar 
as human problems have found in it their 
best solution, yet has remained basically one. 
As future problems arise still further appli- 
eations are likely to be found for there is, 
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perhaps, no more versatile principle in the 
entire field of business relations than that 
of corporate trusteeship. It is affecting more 
and more lines of business and an ever- 
widening circle of individuals. Some peo- 
ple have even expressed the quite baseless 
fear that, in course of time, all industrial 
wealth will be tied up in trusts, forgetting 
that trusts are self-terminating and _ that 
wealth flows not into but through them. 

In reverting to our title, “The Trust Com- 
pany and the Public,’ may we say that the 
companies have reached a _ position where 
their influence penetrates very far into the 
business and social affairs of the public and 
this influence is consistently beneficial, Trust 
service is a process of conserving but not of 
hoarding; of motion smoothly directed 
toward a recognized end of energy controlled, 
as in an electric current, not wasted, as in a 
lightning flash; it is an orderly note in hu- 
man affairs. 


Trusteeship Has Developed a New Type of 
Officer 


But if the trust companies influence the 


public, the influence is reciprocal. We al- 
ready have stated that the public created the 
trust business as a whole; the statement is 
equally true as to its various branches and 
even to the nature of the companies them- 
selves. There has been developed a new type 
of officer whose activity has been virtually 
professional and whose study has involved 
humanics as well as finance. Such a man 
has the background which comes from a 
broad and abstract knowledge of financial 
trends and basic conditions, but he applies 
them all in human terms—generally in terms 
of individuals. He is objective as well as 
subjective. 

Such requirements are not easy to combine 
but it is to the honor of the trust business 
that it has produced these individuals in in- 
creasing numbers. The swift growth of the 





business cannot be explained on any other 
basis. Men of this class have been non- 
mechanical parts of a great modern mechan- 
ism. Their business relationships have en- 
abled them to share in the accumulated 
knowledge and the enlarged facilities of the 
whole machine but their human contacts 
have been made as individuals and to these 
they have brought sympathy, understanding 
and judgment. Thus they have added to the 
permanence and efficiency of the mechanism 
the personal qualities that previously were 
associated with individual trusteeship. Un- 
der such conditions growth has been in- 
evitable. 


New Opportunities and Responsibilities That 
Lie Ahead 


When we attempt to project our thoughts 
into the future we find the usual difficulties 
that confront prophets but even so should 
not entirely abstain. Trust service really 
is based upon looking ahead and cannot avoid 
this responsibility. Its duty is that of re- 
ducing contingency although we say it with 
all modesty for, of course, no one ean fore- 
tell the details of future happenings. 

Yet it seems reasonable to expect a steady 
enlargement for many years to come. New 
problems are sure to arise and the flexibility 
of corporate trusteeship has made it pre- 
eminently a solver of problems. Some of 
these will concern general business in which 
field it already is rendering many kinds of 
service with increasing recognition. Again, 
its percentage of nomination under wills is 
rising swiftly. So also is its service in life 
insurance trusts, in living trusts, in admin- 
istering benefactions and in other fields. No, 
I see no reason to doubt a continuance of the 
upward trend but this thought is sobering 
as well as gratifying. It implies a propor- 
tionate responsibility and that responsibiilty 
is one of leadership. 

(Continued on page 538) 
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ADEQUATE COMPENSATION FOR TRUST SERVICE BASED 
ON COSTS AND CHARGES 


STRIVING FOR QUALITY BEFORE VOLUME OF BUSINESS 


HENRY A. THEIS 


Vice-president, Guaranty Trust Company of New York and Chairman of Committee on Costs and Charges 
of the Trust Division, American Bankers Association 


Extending over a period of years the Committee on Costs and 
A. B. A., has been diligently working 


(Epitror’s NOTE: 
Charges for trust services, of the Trust Diwision, 


upon the ascertainment of an efficient and uniformly applicable basis of costs for trust 
services, upon which to predicate adequate fee schedules to cover the labor, duties and 
responsibilities involved. The investigation has revealed considerable differences in earn- 
ings owing chiefly to the variable nature of trust business. A survey of what this com- 
mittee has so far developed is submitted in the following paper presented by Mr. Theis 
at the recent Ninth Regional Trust Conference in San Francisco.) 


It may be recalled that in the first report 
of our committee it was shown that the net 
earnings of a number of trust departments 
measured by a common yardstick—that is 
measured by a uniform formula as to in- 
come, direct expenses and overhead—varied 
considerably. A cost system was then set 
up to show what profits each type of trust 
service earned. An accountant representing 
our committee applied this system to nine 
banks doing trust business, stretching from 


Y work on the Committee on Trust 

Costs and Charges of the Trust 

Division, American Bankers Associa- 
tion has, through the frank and open Cco- 
operation of a considerable number of trust 
companies and banks, scattered throughout 
the country, put me in quite close touch with 
the results obtained by these banks and trust 
companies in their various divisions of trust 
work. 

No one who studies these comparative fig- 
ures, and the detailed figures which go to 
make them up, as I have had to do in con- 
nection with our committee’s work, can help 
but be impressed with the fact that some 
very important lessons can be drawn from 
the difference in profits for the same serv- 
ice. This amount of difference in earnings 
for the same service exists not only as be- 
tween different sections of our country, but 
actually in the same sections themselves. It 
is to the lessons that may be drawn from 
this situation that I am going to address my- 
self. I hope that this may prove more in- 
teresting than would be a discourse on the 
dry subject of cost accounting, and endless 
statistics, which no one could follow. 

Anyone interested in the detailed work of 
the committee can familiarize himself with 
it by referring to the report made by the 
committee at the 19830 Mid-Winter Conference 
in New York City, and contained in the 
printed proceedings of that conference; in 
the report made to the Executive Committee 
of the Trust Company Division at the Cleve- 
land meeting, and contained in full in the 


fall of 1930 Trust Company Division Notes, Henry A. THEIS 


and in the recent report made to the Execu- 
tive Committee at Atlantic City. 


Vice-president, Guaranty Trust Co., New York, and Chair- 
man, Committee on ey . ens of Trust Division, 
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the Atlantic to the Pacific, from the North 
to the South, covering in each case a year’s 
operation of the trust departments. The net 
earnings of the various divisions of trust de- 
partment work, in relation to gross, as re- 
vealed by his figures, showed very wide dif- 
ferences in the various divisions. 


Variable Factors Affect Earnings 


It must be borne in mind that trust busi- 
ness is more or less spotty and the results 
of a single year are not entirely conclusive. 
An unusually large estate might distort the 
figures of an entire trust department for 
the year in which the commission was taken. 
Likewise an unusual corporate trustee trans- 
action, particularly in a smaller bank, or an 
unusual escrow, might distort the figures in 
a particular year. In the figures compiled 
by the committee’s accountant, there are 
some such instances. 

While we do not claim that this is the only 
and correct cost system, or that the applica- 
tion of it to these nine banks is in all re- 
spects correct, we do feel that the results of 
the system as applied give a reasonably ac- 
curate picture of comparison. It is perhaps 
the first time that a number of banks have 
had the opportunity to compare results ob- 
tained from a common formula, that is, by 
including the same items in each instance 
that go to make up the earnings, and the 
same items in each instance that go to make 
up the expenses. 

While the statements do not show it, it is 
the feeling of the accountant who did the 
work that, by and large, expenses in rela- 
tion to volume run about even. Differences 
in earnings were occasioned mostly by dif- 
ferences in fee schedules and the amount 
of free service rendered. Where the rate of 
compensation was low or the amount of free 
service large, it was due generally to bank 
policy or practices of long standing. In some 
instances the low rates and the volume of 
free services were the result of the particu- 
lar bank’s own policy, and in some the 
policy was controlled by the practices of all 
the banks in the community, while in other 
instances low rates for estates and personal 
trusts were controlled by statue or by inade- 
quate fees allowed by surrogates. 


Trust Business Entitled to Fair Compensation 
When we think of trust earnings we should 
remember that trust business is entitled to a 


profit on labor and responsibility. Every 
trust department has fixed annual expenses 
for salaries, rent, plant maintenance, etc. 
These expenses really are our capital in- 
vested, and we are entitled to a return upon 
them as such. At the same time, in render- 
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ing our services, we are charged with enor- 
mous responsibilities, and we are entitled to 
an earning for our risk. It may be said that 
the element of responsibility is negligible, 
because there are not many cases on record 
showing losses by trustees; yet we know that 
we have all taken and substantial 
ones, as a matter of policy, if not as a mat- 
ter of law, and the element of responsibility 
is a really important factor in our business. 

Our business compares with that of the 
professional man—the lawyer, the doctor, the 
business engineer, and the like. The profes- 
sional man charges according to the value of 
the services he renders. He would not think 
of basing his charge upon his outlay for 
rent, clerks, stationery, ete.; and so we do 
not base our charge upon the expense of 
operation. Measuring our profit in relation 
to expenses furnishes a good comparison, but 
is not a true criterion for what our earnings 
should be. 

The furnishing of trust service is an hon- 
orable business . It fills an economic need, 
and a corporate fiduciary is the ideal means 
of making this service available to the pub- 
lic. The public is more and more coming 
to realize this, and to entrust in a continu- 
ously greater degree its fiduciary business to 
us. If we are to continue to deserve this 
confidence we cannot afford to fail in the 
quality of our service. A business cannot 
prosper or, as stated in other words, cannot 
do good work unless the rewards are ample 


losses, 


Seeking Quality Before Volume 

Perhaps during the last decade we have 
over-emphasized the getting of new business 
and have not devoted enough attention to 
improving the quality of our service. The 
best way of improving the quality of the 
service is to insist upon adequate compensa- 
tion. With adequate compensation, a high 
standard of service can be assured. Let us 
refuse to render an inferior quality of serv- 
ice, which is the only kind that can be 
rendered when inadequate fees are charged. 
We owe it not only to the public at large to 
give them that degree of quality to which 
they are entitled, and our first duty is al- 
ways to the public, but also we owe to our 
stockholders the just rewards on their capi- 
tal invested, which follow from a well run 
business. 


An Adequate Fee Basis 
Trust departments which have been ia 
business for only a few years may not be 
able to show as satisfactory results as the 
old established trust departments. Trust de- 
partments located in states where the per- 
sonal trust fees are governed by law, or 
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where the fees allowed are determined by 
surrogates may not be able to show favorable 
earnings, if the statutory rates and the 
rates allowed by surrogates are too low. 
Where such situations exist relief can be 
had, for legislators and surrogates will al- 
ways be found to be reasonable when the 
case is properly presented. Where such limi- 
tations do not exist and the results are not 
satisfactory, the cure is in our own abso- 
lute control. 

The executives of trust companies and 
banks whose trust departments have been 
in existence for ten years or more may well 
consider the economic certainty that if earn- 
ings are inadequate, the character of the 
service is bound—sooner or later—to deterio- 
rate. We have seen this happen so many 
times among the railroads, utilities and other 
enterprises. The trust business cannot avoid 
the application of economic laws in this 
respect. The real responsibility in bringing 
this fact home to the men who determine 
policies lies with the head of the trust de- 
partment. The trust department is no big- 
ger than its head, and a big man at the head 
of a trust department will not stay long if 
the conditions under which he has to rua 
his department are unsatisfactory, and are 
not likely to change. 


At Work on Schedule of Charges 


Our committee is now at work on a sched- 
ule of charges for the various types of trust 


services which, when 
duce reasonable profit. This schedule may 
not in all details fit the needs of every lo- 
cality, but it should serve as a guide never- 
theless. This is particularly true of  per- 
sonal trust fees which in so many places are 
controlled by statute or by the courts, but 
in this field it might serve as a goal towards 
which we all could, for the sake of uniform- 
ity, point. 

A great deal of good in establishing fee 
schedules has already been done by the vari- 
ous Corporate Fiduciaries Associations that 
have been organized. Some of these associa- 
tions are city associations, some county asso- 
ciations, some state associations, and some 
of even larger territorial limits. The further 
formation of such associations and the crea- 
tion by them of sectional fee schedules, fash- 
ioned along the lines of a main schedule, 
when it is adopted, should be encouraged. 

It is highly desirable, one might even say 
essential, that every trust company and bank 
performing trust services should have a defi- 
nite rate of charges for as many of the serv- 
ices as lend themselves to schedules. Among 
many trust companies and banks, printed 


applied, should pro- 
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forms of schedules handed out freely to the 
public have proved very‘successful. A printed 
schedule of charges handed to a customer 
carries with it a certain amount of author- 
ity, and, in many instances, avoids discus- 
sions over rates. Rates should be subject to 
readjustment, in case economic changes make 
such amendments desirable. No manufac- 
turer or producer of raw materials would 
agree to furnish goods ten, fifteen, or twenty 
years from now at today’s prices. Likewise, 
in fixing charges, the trust department should 
not bind itself irrevocably too far into the 
future. 


Schedules Should Be Uniformly Applied 

While it is important that every trust com- 
pany and bank doing a trust business should 
have a fee schedule, it is even more important 
that such a schedule be applied uniformily. 
Considerations that enter into the fixing of 
different interest rates on loans, as between 
one client and another, such as degree of 
safety, frequency of borrowings, length of 
time on the books as a borrower, and rela- 
tion of average balances to amount borrowed, 
do not hold in trust business. When a man 
borrows, he usually does so for a period of 
thirty, sixty or ninety days. If the consid- 
erations that prompted the naming of a 
lower rate change, it is easy to cure the 
situation when the time for the next bor- 
rowing comes up. Most trust services by 
their very nature run for many years or, 
as in the case of Executorships, usually don’t 
come into being for a long time, and con- 
siderations that might prompt a favored rate 
today may change, but if you commit your- 
self to a definite rate, you can’t change. 

But there is more to it than that. The 
administration of trusts should be on a high 
plane of service and conduct. We are not 
in the business of barter and trade. We are 
engaged in one of the most sacred of pro- 
fessions. Our standard of ethics should be 
as correct as the human mind can conceive. 
A reputation for good services and fair play 
is a better new business getter than half 
a dozen solicitors. 


Divisional Sources of Earnings 


The earnings of the trust department as a 
whole of an individual bank may compare 
favorably with the earnings of other trust 
departments as a whole, but something is 
wrong. One or two divisions carry the whole 
department, or if those divisions had un- 
usual earnings during the year, next year 
if there are no unusual earnings the earn- 
ings or the department as a whole may 
not compare so favorably. It is possible in 
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individual instances that in the estate, per- 
sonal trust, transfer and registration, cor- 
porate miscellaneous, and custody divisions, 
either the fees charged are too low or there 
is too much free service, or in the corporate 
trusts and in the bond and coupon paying 
divisions, the fees are too high. If such 
is the case the corporate trust and coupon 
paying customers are made to pay for the 
customers in the other divisions, which is 
not right. 

Such situations are revealed only if a 
bank maintains a cost accounting system. 
It is only by maintaining a cost accounting 
system that you can tell what the various 
divisions of a trust department produce in the 
form of earnings. Then if any division at 
some time is out of line with the other 
divisions, you know that one of several things 
is happening—the division is not operating 
sufficiently, rates are not being uniformly 
applied, or if uniformly applied, the schedule 
of charges is too low. Personally I feel that 
in many instances where there is a demand 
for higher rates such demand would not exist 
if every customer were paying full current 
rates. 


Setting Up a Reliable Cost System 


I would recommend, if possible, the cosi 
system as approved by the Trust Division 
of the American Bankers Association. The 
system is available to you merely by applying 
to the Secretary. When the accountant of 
our committee arrived at one of the nine 
banks selected by the Trust Company Divi- 
sion for the application of our cost system, 
he found that an accountant of that bank 
had set up his earnings and expenses ac- 
cording to the plan outlined in our report. 
It was an almost perfect job, and only slight 
changes were made by the committee’s ac- 
countant. That bank, you will be happy to 
learn, is located in the territory covered by 
this conference. I mention this to show that 
our system has no magic or mystery about 
it. Any first grade accountant can use it 
and apply it. 

If in comparing one’s earnings with those 
which experience of others has shown may 
be expected, by using the information re- 
vealed by a cost system, it is found that the 
earnings are lower than those which others 
have been able to produce, it is well to be 
careful in fixing the fault. The temptation 
is to blame expenses, whereas the real cause 
may lie in too low a schedule of charges, too 
many cut-rate accounts, or too much free 
service. If a department is operating effi- 
ciently and an effort is made to reduce ex- 
penses, the efficiency may be completely de- 
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In many cases, what is needed is 
rather than reduced ex- 


stroyed. 
larger earnings, 
penses. 

The events of the last two years have 
brought about changed conditions. Things 
don’t come as easy as they did. The prob- 
lems that arise all seem to be greater. In 
short, we are in a different era, and the 
sooner we realize it and adjust ourselves to 
the new trend, the better off we will be. It 
is probably not so difficult today as it was 
several years ago to get men to give consider- 
ation to this phase of our trust development 
which we have been discussing. Let us take 
advantage of this opportunity at this time 
by studying thoroughly and conscientiously 
the underlying principles of costs and 
charges. Such a study is bound to result in 
good, both for the public and our stockhold- 
ers. 

In conclusion, let me urge (1) the adop- 
tion of a definite fee schedule for all the 
various types of trust services designed to 
produce reasonable profits, those profits to 
run alike in all divisions; (2) the applica- 
tion of that schedule of charges impartially 
and uniformly to all customers alike; (3) the 
initiating and maintaining of a cost account- 
ing system at all times. 


ALBERT H. WIGGIN 


Chairman of the Governing Board of the Chase National 
Bank of New York, who has been nominated a Director of 
the Federal Reserve Bank of New York 





A Portion of the Cash Ledger 

Division of the Personal Trust 

Accounting Department, 
Brooklyn Trust Company 


We have a limited num- 
ber of booklets describ- 
ing the Brooklyn Trust 
Company installation, 
which reveal some new 
and interesting phases 
of trust accounting. May 


we send you one? 
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Burroucus TRUST MACHINES 
SELECTED BY THE BROOKLYN 
TRUST COMPANY TO MECHANIZE 
ITS ACCOUNTING DEPARTMENT 


The Brooklyn Trust Company, with a background of 
sixty-five years’ experience in personal trust adminis- 
tration, recently selected Burroughs Trust Machines 
with which to mechanize its accounting department. 


These machines not only handle all the day-by-day 
accounting, but they are of particular advantage in help- 
ing distribute and carry the department’s peak load, 
which comes on the first day of the month, by posting 
approximately 10,000 credits as of that day. 


Among the factors which contribute largely to the speed 
and ease of operation of Burroughs Trust Machine is 
the posting of several related records at one time, such 
as the cash ledger, customer’s statement and journal; 
as well as the asset ledger, securities index, customer’s 


control card and journal. 


BURROUGHS ADDING MACHINE CO., DETROIT, MICH. 


———Burroug¢ghs 
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BRIDGED... 


On the river, under the river, and now high over the river, Metropolitan 
New Jersey and Metropolitan New York are brought together. Time 
and space are again annihilated where time means everything. 


If customers of yours are moving to this great Metropolitan New 
Jersey section, why not give them a letter of introduction to the largest 
bank here? Perhaps you, yourself, have business to expedite; or is it 
first-hand information? You will find us ready to cooperate at all times. 


THE TRUST COMPANY 
of NEW JERSEY 


Journal Square, Jersey City, N. J. 
LARGEST BANK IN HUDSON COUNTY - - = -  - ELEVEN OFFICES 


Member of Northern New Jersey Clearing House Association 





RECOMMENDED PRACTICE WITH REGARD TO LIFE 
INSURANCE TRUST AGREEMENTS 


NEW SPECIMEN FORM OF UNFUNDED LIFE INSURANCE TRUST AGREEMENT 
PREPARED BY COMMITTEE ON INSURANCE TRUSTS OF THE TRUST 
COMPANY DIVISION, A. B. A. 


(EpiTor’s NOTE: 


As the result of extensive study of legal and business principles 


involved, the Committee on Insurance Trusts of the Trust Company Division of the 
American Bankers Association has prepared a new specimen form of Unfunded Life 
Insurance Trust Agreement which is designed to clarify the relations between the insured, 
the trustee and the insurance companies and also to reduce procedural and administrative 


details of operation. 


The committee has also prepared a standard form of abstract of 


insurance trust agreement and a standard form of change of beneficiary which is sug- 
gested for the use of companies in making policies payable to a corporate trustee under 


an unfunded revocable life insurance trust instrument. 
secured from the Trust Company Division of the 


committee is presented herewith.) 


HE deposit of more than $4,000,000,000 

face amount of life insurance policies 

under trust agreements with the banks 
and trust companies of the United States, 
as trustees, has created a number of pro- 
cedural and administrative problems in the 
legal relations of the life insurance com- 
panies and the trust companies. 

It is indeed surprising that a movement 
inaugurated so recently and developed in 
such prodigious volume should have reached 
its present stage of development without 
generating sharp conflicts of opinion in mat- 
ters of principle and practice. That these 
have not been permited to occur evidences 
the tolerant and generous spirit with which 
the officials of the life insurance companies 
and their counsel, and the officers of the 
banks and trust companies and their counsel, 
have discussed their mutual problems. 

Life insurance in force today is repre- 
sented by policies issued to policyholders 
by a large number of different companies 
chartered under the laws of the separate 
states and the Canadian provinces. The 
forms of policy are many and vary widely in 
their terms. The legal relationships created 
through the issuance of one form of policy by 
a given company may be wholly at variance 
with those brought into being through the 
issuance of another form of policy by some 
other company. 

To attempt to establish a uniform course 
of procedure to the end that a trust company 
appointed as trustee of both policies may 
have made available to it the proceeds of 
the two policies when the death of the in- 
sured occurs is manifectly exceedingly diffi- 


Copies of these forms may be 
A. B. A. The statement issued by the 


cult, if not impossible. A bootmaker cannot 
manufacture a boot that will properly fit 
every man in the United States and Canada 
and will be equally suitable for wear in the 
tropics and in the Arctic. The preparation 
of a uniform change of beneficiary blank 
that many be used for all forms of policy 
already outstanding and currently issued by 
the various companies is a task of even 
greater difficulty. 

It is possible, however, to bring about a 
substantial degree of uniformity and pro- 
cedure in practice where none now exists. 
With that end in view, the Committee on In- 
surance Trusts has given intensive study to 
the legal and business principles involved in 
the establishment of unfunded life insurance 
trusts. The Committee has had made avyail- 
able to it the results of the deliberations of 
other organizations also engaged in consid- 
eration of the same problem. 

The Committee has no desire to make any 
suggestion or proposal with respect to the 
procedure and practice of any member of 
the Trust Company Division of the American 
Bankers Association that may be considered 
an intrusion into matters of policy of the in- 
dividual members. Nor can the Committee 
hold out any assurance that the literal adop- 
tion of its recommendations will be accepted 
without question by all life insurance com- 
panies. A number of life insurance com- 
panies, however, have signified their approval 
of the proposed method of operation. There- 
fore, the Committee believes that the cause of 
life insurance trusts will be furthered and 
the interests of the members of the Trust 
Company Division of the American Bankers 
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of operation: 
1. Standard form of agreement (Appended). 
(To be executed in at least two counter- 
parts, the one to be delivered to the donor, 
the other to be retained by the trustee. 
It will, of course, be necessary that ad- 
ditional clauses and limitations be added 
to the suggested form in order to meet the 
circumstances of each individual case, and 











Care must be taken, however, that such 
additional clauses and limitations do not blank. 
limit and are not inconsistent with the 













CHANGE OF BENEFICIARY TO TRUSTEE 






To - Life Insurance Company 






Subject to the terms hereof, I hereby change the beneficiary under my Policy No oe ‘ 
trustee under instrument of trust dated 


, Or its successors in trust, as beneficiary under said policy. 

I hereby expressly reserve full right, by my own act alone, 

(a) To exercise and enjoy any and all privileges, benefits and options provided in said policy, and, 
without prejudice to or in any way limiting the foregoing, 

(b) To further change and successively change the beneficiary, subject to the provisions of said 
policy, 

(c) To receive or withdraw at any time or times in cash all dividends or shares of surplus and the 
surrender value of all additions to said policy purchased by dividends or shares of surplus, 





and designate 












(d) To obtain such loans or advances on account of said policy as may be available from time to 





time, and 

(e) To surrender said policy and receive the cash value thereof. 

If said instrument of trust is not in effect as to said policy at my death, then the proceeds of said 
pelicy shall be paid to my executors or administrators, as beneficiary. 







I hereby revoke any designation of beneficiary and any election of deferred settlement heretofore 
This change of beneficiary is subject to any advances or loans made by said Insurance Company 






made 


















on account of said policy. 

It is understood and agreed that, subject to the provisions hereof, said instrument of trust and the 
trust thereby created shall apply only to the proceeds of s olicy which may become payable by reason 
of my death, that said Insurance C shall not be or in any way obligated by any of the 





. and that the payment of the proceeds of 





rent of tre 





terms, provisions Or conditions 0 strv 





said policy shall constitute a full and com- 





said policy on my death to the beneficiary then designated in 


plete discharge of said 





Executed this day of , 19 





Witnesses 





Seal 





(Insured) 








— 
FORM OF CHANGE OF BENEFICIARY SUGGESTED FOR USE BY THE CoMm- 


PANIES IN MAKING POLICIES PAYABLE TO A CORPORATE TRUSTEE UNDER 
AN UNFUNDED REVOCABLE LIFE INSURANCE TRUST INSTRUMENT. 













Association will be advanced through mak- effect of the clauses in the standard form. 


ing available to the members the results of In the case of life insurance companies 
its study. which do not insist upon the production 
These are that: Hereafter, upon the estab- of a full copy of the trust agreement when 
lishment of unfunded revocable life insurance the change of beneficiary is made, the 
trusts the adoption of the following forms general practice is to require the produc- 
by the trustee as standard will clarify the tion of a full copy of the trust agreement 
relations between the insured, the trustee and when the policy becomes a death claim.) 
the insurance companies and will materially 2. Standard form of abstract. 
reduce procedural and administrative details (To be executed by the trustee and for- 


warded with the policy and the change 
of beneficiary blank when the change of 
beneficiary is to be made. This form 
was presented to the members of Trust 
Company Division in Insurance Trust 
Bulletin No. V. The majority of life in- 
surance companies are now accepting this 
form of abstract and do not insist upon 
the production of the agreement itself or 


to make the actual agreement complete. a copy thereof.) 
3. Standard form of change of beneficiary 


(To be executed by the insured in du- 


plicate and forwarded 
with the policy and the 
abstract of the _ trust 
agreement when the 
change of beneficiary is 
to be made.) 

It will facilitate the work 
of the Committee on Insur- 
ance Trusts in their fur- 
ther efforts to standardize 
and simplify practice if 
members of the Trust Com- 
pany Division, finding the 
standard forms above sug- 
gested unacceptable to any 
life insurance companies, 
will report the facts in de- 
tail to the Committee on 
Insurance Trusts, Trust 
Company Division, Ameri- 
can Bankers Association. 

The Committee on In- 
surance Trusts consists of 
the following: C. Alison 
Scully, vice-president, Bank 
of Manhattan Trust Com- 
pany, New York, N. Y., 
Chairman; Arthur H. 
Evans, vice-president, Con- 
tinental Illinois Bank and 
Trust Company, Chicago, 
Ill.; Leslie G. MeDouall, 
associate trust officer, Fi- 
delity Union Trust Com- 
pany, Newark, N. J.; E. M. 
McMahon, second  yvice- 
president, Chase National 

(Continued on page 527) 
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OPERATIONS UNDER NEW LAW OF TRUSTS IN ENGLAND 


CLARIFYING POWERS AND OBLIGATIONS OF TRUSTEE 


P. D. WILLCOCK 
Manager, Midland Bank Executor and Trustee Company, Ltd., Manchester, England 


(EpitTor’s NOTE: 


The following article is a timely and suggestive contribution to the 


subject of codification and standardization of the law of trusts, as accomplished in 
England, and which is now receiving active attention of progressive trust officers in this 


country. 


While the problem of standardizing and revising laws governing devolution 


of property, administration of estates and trusts presented no such complesities as offered 
by differing laws of the states in this country, there is much of value in the revised 
English Trustee Act of 1925 that may wisely be adopted in accomplishing a greater degree 
of uniformity and clarity in the trust laws of the United States.) 


HE efforts now being made in the Unit- 

ed States to bring about unification of 

trust law and some measure of codifi- 
eation are of interest to English lawyers and 
trust men, for English law has been evolved 
by a similar process. True, England has 
never encountered the American problem of 
endeavoring to reconcile the diversity of in- 
terests and customs built up by a large num- 
ber of states. Her problem has been to re- 
move and revise the fixed methods of the 
dead past; methods suited to the needs of a 
feudalistic order of society long obsolete. 


In the earliest times matters affecting 
trusts were dealt with by the Court of 
Chancery, the King delegating to his Chancel- 
lor the power to grant redress in cases where 
the common law operated harshly by reason 
of its too great generality and where con- 
science and equity demanded its modification. 
As to the efficacy of this method, much de- 
pended upon the personality of the Chancel- 
lor and it was said in those early times that 
“the rules of equity varied with the length 
of the Chancellor’s foot.”’ In time principles 
became more fixed. 


Historic SOMERSET HOUSE IN LONDON WHICH CONTAINS THE WILL OFFICE, WHEREIN ARE HELD 
FAMOUS AND CURIOUS TESTAMENTARY DOCUMENTS REPRESENTING THE ACCUMULATION OF 500 YEARS 
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Lords Hardwick and Eldon are said to be 
the fathers of that body of law we know to- 
day as Equity and see administered by our 
courts concurrently with the Common Law. 
It will thus be seen that until codification 
was attempted English trust law was to be 
found mainly in decided cases of the courts, 
“that codeless myriad—that wilderness of 
single instances,’ from which it required 
many years of study and experience to ex- 
tract general principles. Practitioners at 
last came to realize that the law was shorter 
and simpler than it looked and to understand 
that the innumerable cases, which at first 


sight appeared to constitute the law, were 
really no more than illustrations of a com- 
paratively small number of principles. 


Earlier English Trust Laws 


The first general enactment dealing with 
the law of trusts was the Trustee Act 1850, 
which reenacted the provisions of Acts deal- 
ing with particular points passed in 1830, 
1834 and 1838 and extended them to the field 
of the administration of trusts generally. 
There had also been passed the Trustee Re- 
lief Acts, 1847 and 1849, empowering trustees 
to pay money into court, The Trustee Act, 
1850, amended by the Trustee Act, 1852, re- 
mained the enactment chiefly governing the 
administration of trusts until 1888, though 
the Law of Property Amendment Act of 1859 
(Lord St. Leornard’s Act) and 1860, the 
Trustees and Mortgagees Act of 1860 (Lord 
Cranworth’s Act), the Vendor and Purchaser 
Act, 1874, and the Conveyancing Act, 1881 
and 1882, contained important provisions re- 
lating to trusts. The investment of trust 
funds had also been dealt with in 1867 by 
the Act of that year. 


The Trustee Act 1888 


The Trustee Act, 1888, made important al- 
terations to the Law of Trusts. It empow- 
ered trustees to appoint solicitors as their 
agents for the receipt of property and to en- 
trust bankers or solicitors with policies of 
assurance for the purpose of receiving policy 
moneys; removed objections to sale by trus- 
tees on the ground of depreciatory condi- 
tions; released trustees from liability in re- 
spect of investments on mortgage if they had 
acted upon proper reports, and made in the 
case of the investment of excessive sums on 
mortgage, the security an authorized invest- 
ment for the proper amount. Again the 
power of the court was extended to enable 
the interest of beneficiaries to be impounded 
to indemnify trustees in respect of breaches 
of trust committed at the instigation or re- 
quest of those beneficiaries; trustees were 
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empowered to insure trust property and the 
benefit of the Statutes of Limitation was ex- 
tended to trustees except in cases where the 
breach of trust was fraudulent or the trus- 
tees still had the property in his hands or 
had converted it to his use. 

In the following year was passed the Trust 
Investment Act of 1889 defining the classes of 
stock, ete., in which trust funds could be in- 
vested. Four years later the Trustee Act, 
1893, consolidated the statutory law on the 
subject of trusts and this act remained the 
chief enactment relating to them until the 
passing of the present act; though in the 
meantime two important statutory changes 
had been made. 


The Public Trustee 

The Judicial Trustee Act, 1896, empowered 
the court to appoint trustees, who might be 
remunerated to act with ordinary trustees or 
alone. The provisions of the Act in this re- 
spect have in practice been superseded since 
1906 by the Public Trustee Act of that year; 
but the Act of 1896 contained a most impor- 
tant alteration of the law of trusts generally, 
which is re-enacted in Section 61 of the pres- 
ent Act. By this the court is empowered to 
relieve, wholly or in part, from personal li- 
ability for a breach of trust a trustee who 
“has acted honestly and reasonably, and 
ought fairly to be excused for the breach of 
trust and for omitting to obtain the direc- 
tions of the court in the matter in which he 
committed such breach.” 

The Public Trustee Act of 1906 also intro- 
duced a most valuable change in the law 
making it possible, by the appointment of 
that officer as trustee, to obtain security for 
the trust property and relief from the diffi- 
culty of finding private persons suitable and 
willing to undertake the administration of 
trusts, 


The New English Trustee Act of 1925 

The great majority of the operative sec- 
tions of this Act are reproduced in some 
form in the new Trustee Act of 1925, the out- 
standing features of which are hereinafter 
mentioned. Trustees were empowered to re- 
new leaseholds and these provisions are now 
rendered obsolete by the new Law of Prop- 
erty Act, 1925, Section 145, by which per- 
petually renewable leaseholds are converted 
into long terms and copyholds are abolished. 
Trustees were also by Section 44 of the Act 
of 1893 enabled to apply to the court for au- 
thority to dispose of land with an exception 
or reservation of minerals, 

By this Act the law is consolidated and 
extended. It commences with a detailed pro- 
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National Trust Company 


Limited 


Capital and Reserve 


$6,000,000 


Assets under Administration 


$262,000,000 


Trust Company Service for Corporations 
and Individuals 


Correspondence Invited 


Toronto Montreal 


Saskatoon 


vision as to the investment of trust funds, 
and trustees commit a breach of trust if they 
invest trust moneys in securities not author- 
ized by these provisions unless the trust in- 
strument gives them definite authority to do 
so. A new feature is introduced in the au- 
thority given to trustees to invest in bearer 
securities unless expressly prohibited by the 
trust instrument. Formerly this could be 
done only when expressly authorized by the 
trust instrument. Another novel feature is 
to be found in Section 10 which provides that 
trustees lending money on mortgage may con- 
tract that it shall not be called in during any 
period not exceeding seven years. Again, on 
sales of land trustees may contract that any 
part not exceeding two-thirds of the purchase 
money shall remain on mortgage. Further, 
if a trust comprises stocks or shares of a 
company the trustees may concur in any 
scheme for the reconstruction, ete. of the 
company as if they were beneficial owners 
and may also exercise or renounce or sell 
rights to subscribe for stocks or shares in 
any company, which may be offered to them 
in respect of any holding in the company. 

It is also interesting to note that trustees 
are further empowered by Section 11 to keep 


Edmonton 


Hamilton Winnipeg 


London, England 


trust money at a bank while an investment 
is being negotiated or sought for, and to pay 
calls on shares out of trust moneys. This 
latter power has had to be invoked all too 
frequently of late as a result of the general 
trade depression, 
General Powers of Trustees Under 
‘Revised Act 

The following general powers are conferred 
upon trustees by the Trustee Act of 1925, 
namely : 

(a) Power to raise money for trust pur- 
poses by sale or mortgage of the trust prop- 
erty. 

(bv) To deposit trust documents with banks 
or safe deposit companies. 

(c) To agree or ascertain the value of re- 
versionary interests. 

(d) To value trust property and to have 
the trust accounts audited. 

(e) To concur with other owners in dealing 
with trust property of which an undivided 
share is subject to the trust. 

(f) Trustees and personal representatives 
acting for more than one trust or estate are 
not, in the absence of fraud, to be affected by 
notice merely obtained by acting for another 
trust or estate. 
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IN CANADA 


The Royal Trust Company is exceptionally 
well equipped to act in any fiduciary 
capacity for corporations or individuals 
desiring the realization or administration 
of assets in Canada. The Company main- 
tains a chain of branches from the Atlantic 
to the Pacific and has assets under ad- 
ministration exceeding $530,000,000. 


THE ROYAL TRUST CO. 


Head Office: 105 St. James Street, Montreal 
Branches 
Montreal 

Ottawa 

Quebec 

Saint John, N.B. 

St. John’s, Nfld. 

London, England 


Toronto 
Vancouver 
Victoria 
Winnipeg 


Calgary 
Edmonton 
Halifax 
Hamilton 





(g) To advertise for claims and after the 
expiration of the period of notice required 
to convey or distribute the property com- 
prised in an estate among the persons en- 
titled. 

(h) To apply income for the maintenance 
of infant beneficiaries until they attain the 
age of twenty-one this power has been ez- 
tended to authorize trustees to resort to ac- 
cumulations of income for this purpose and 
also to apply the income of an infant for his 
maintenance, although the gift to him may be 
contingent upon his attaining a certain age. 

(4) To apply any capital moneys subject 
to a trust for the advancement or benefit of 
any person entitled to the capital of the trust 
property, provided that the money so applied 
shall not exceed one-half the presumptive or 
vested share or interest of that person. This 
power enables trustees to advance capital 
money for the purpose of setting up a boy in 
@ business or profession. 


Trustee’s Duties 
The old rule still holds good that a trustee 
must not make one penny profit out of his 
office unless authorized by the trust instru- 
ment. The reason being that if he did so 
his duty as a trustee and his private interest 


might conflict. It is felt that this rule now 
requires modification when the law is next 
amended to authorize reasonable remunera- 
tion of executor and trustee companies, a 
safeguard being added by providing that such 
remuneration should not exceed a maximum 
scale laid down by Parliament, 

As matters stand at present a corporate 
trustee is in exactly the same position as a 
private individual, but when acting as an 
executor his remuneration is usually provided 
by special clause inserted in the will. A simi- 
lar clause is inserted when the corporate 
trustee is appointed trustee of a new settle- 
ment. If, however, a corporate trustee is to 
be appointed in connection with an existing 
trust he must look to the beneficiaries for au- 
thority to obtain his usual compensation. 

Whilst the English trustee can always be 
called upon to file his accounts in court, 
cases are extremely rare where he is called 
upon to do so and will occur as a rule only 
where some dispute has arisen. 


Delegation 

The old Latin maxim “Delegatus non po- 
test delegare,” or a trustee cannot delegate 
his authority, has always been strictly ap- 
plied by English law in the past, but a noted 
modification of this doctrine has been intro- 
duced by the Trustee Act of 1925. 

By Section 25 of the new Act a trustee may 
henceforth delegate the exercise of his trust 
powers and discretions if he is intending to 
remain outside Great Britain and northern 
Ireland for a period exceeding one month, but 
it is curious to note that he remains person- 
ally responsible for the actions of his attor- 
ney during his absence. He can appoint a 
“trust corporation” which expression includes 
English bank trustee companies, and a pro- 
vision is added to the effect that a person 
being the only other co-trustee and not being 
a trust corporation is not to be appointed an 
attorney under this section. 

From this brief summary of the powers 
and obligations of a trustee under English 
law the reader will appreciate the way in 
which the position was summed up by an 
American trust officer visiting England, when 
Gilbert T. Stephenson stated that the English 
law clothes the trustee with ample powers to 
enable him to perform almost every duty one 
could imagine might arise while at the same 
time holding him on a footing of strict ac- 
countability. 

oe ue re 

W. N. Tilley, K. C., of Toronto, and D. 
Forbes Angus of Montreal, have been elected 
directors of the Royal Trust Company of 
Montreal, Canada. 
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FIRST UNION TRUST & SAVINGS BANK 
CHICAGO, ILL. 


For outstanding banking structures 
York Vaults are consistently selected. 
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Two York circular doors, thirty inches thick solid steel, 
two York rectangular doors, thirty inches thick solid 
steel, guard the entrance to these great vaults. 
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35,000 safe deposit boxes now in use in these vaults. 


4,000 additional safe deposit boxes now in construc- 
tion in our factory. 
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This is significant recognition of York’s preeminence. 


Ts 


OYOVAY 


YORK SAFE & LOCK 
COMPANY 


YORK, PA. 


MVM 


Myvacaw 


Manufacturers and Builders of 
the World’s Greatest Vaults 


BRANCHES: 
New York Cleveland 


Baltimore Washington 
Boston Los Angeles 
Philadelphia Pittsburgh 
Seattle Montreal 
St. Louis Honolulu 
San Francisco Paris 
New Haven Havana 
Houston Tokyo 
Chicago Shanghai 
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J. SHEPPARD SMITH 


The death of J. Sheppard Smith, presi- 
dent of the Mississippi Valley Trust Com- 
pany of St. Louis, brings a profound sense 
of personal loss and regret to associates and 
a wide circle of devoted friends, which is 
widely shared among members of the trust 
company fraternity throughout the United 
States. He possessed those fine qualities as 
a trust company executive which invite con- 
fidence and faith. He never lost sight of 
human values in interpreting business or 
trust relationships. To the institution with 
which he was connected since 1915, and 
which he guided so admirably as president 
since 1925, he left a priceless heritage in 
zealously carrying forward those traditions 
which lie at the heart of all that is best and 
most enduring in the performance of trust 
company service. It is truly said of “Shepp” 
Smith, as he was affectionately known, to 
his intimates, that his outstanding trait of 
character was his ability to make friends 
and to keep them. 

Mr. Smith passed away October ninth at 
La Jolia, California, at the age of sixty. 
His death was the culmination of a nervous 
breakdown last June which affected his 
heart. It was only upon the insistence of 
his family and associates that Mr. Smith 
consented to leave his desk for the summer 
and seek a change of climate. Back in the 
spring of last year, Mr. Smith complained of 
illness but returned from an absence of sev- 
eral months at Harbor Point, Michigan, ap- 
parently fully restored to health and ap- 
plied himself actively to the duties of his 
office. During his final illness in California, 
Mr. Smith was attended by his brother, Dr. 
Elsworth Smith and at his death-bed was 
comforted by the presence of members of his 
family. 

Mr. Smith became associated with the 
Mississippi Valley Trust Company in 1915 
as vice-president. Six years later he _ be- 
‘ame first vice-president, and in January, 
1925 was elected president to succeed the 
late Breckinridge Jones, who became chair- 
man of the board and who was founder of 
the Trust Company Section of the American 
Bankers Association. The choice of Mr. 
Sheppard as the active head of the Missis- 
sippi Valley Trust Company came naturally 
to him because of his close association with 
Mr. Jones, and because of his executive and 
person?! qualifications in preserving the 
high standards which have always character- 


J. SHEPPARD SMITH 


ized the career of the Mississippi Valley 
Trust Company since its organization in 
1890 under the presidency of the late Julius 
S. Walsh. 

It was during the administration of Mr. 
Smith that the Mississippi Valley Trust Com- 
pany entered upon a new phase of develop- 
ment and wider scope of activities through 
merger with the Merchants-Laclede National 
3ank and the State National Bank. The 
consolidated institution was conducted under 
the title of the Mississippi Valley Merchants 
States Trust Company, but in the interests of 
brevity, thereafter resumed the old title of 
Mississippi Valley Trust Company. Another 
important development was the more recent 
transfer of the home of the Company from 
its old building at Fourth and Pine streets 
to attractive and modern new quarters in 
the building at the southwest corner af 
Broadway and Olive street, in the financial 
heart of the city, and which is known as the 
Mississippi Valley Trust Building. The 
opening of the home served as an occasion to 
demonstrate the popular and high position 
which the Company occupies among the 
banks and trust companies of St. Louis, when 
the banking rooms were banked with in- 
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REPRESENTATION 
IN CHICAGO 


numerable floral tributes and thronged by 
thousands of customers and friends. 

Mr. Smith was a native and belonged to 
one of the oldest families of St. Louis. He 
was a descendant of Pierre Laclede, who with 
Auguste Chouteau, founded St. Louis. He 
was also a decendant of the Marquis de Mun 
and of Charles Gratiot. He was born Febru- 
ary 3, 1871, the son of Dr. Elsworth Smith 
and Isabelle De Mun Chenie Smith. He was 
educated in the public schools and at St. 
Louis University. His parents originally 
lived at Thirteenth and Locust streets and 
then at Beaumont and Washington avenues. 
The family home later was established at 
Grand and West Pine boulevards on the 
site of Camp Jackson. 

Mr. Smith began his business career as a 
clerk at the old Laclede Bank and in 1889 
became associated with the Greeley-Burn- 
ham Grocer Company as assistant credit 
manager. Two years later he was made 
credit manager, a position he held until 1898, 
when he participated in the organization of 
the Scudder-Gale Grocer Company. He 
served as credit manager for this company 
until 1902, when he became associated with 
the late David R. Francis in the firm of 
Francis, Bro. & Company. 

October 15, 1893, Mr. Smith was married 
to Miss Susan Mitchell Cabanne,, who with 
five children, survives him. The chlidren 
are Elsworth F. Smith, J. Sheppard Smith, 
Jr., Cabanne Smith, Miss Susan Cabanne 
Smith and Mrs. Thomas C. Birdsall, the for- 
mer Miss Mary Ambrose Smith. 


Mr. Smith was a man of modest bearing 
who never sought personal 
public office. There was no worthy civic or 
welfare appeal, however, to which he failed 
to respond generously. He was always ac- 
cessible to those who asked for his advice 
and judgment. He helped many young men 
toward successful careers and his training 
especially in credit matters enabled him to 
give valuable guidance to many customers 
and business enterprises. 

In 1929, Mr. Smith accepted the presidency 
of the Bankers’ Club of St. Louis. In 1926 
he was made a member of the executive com- 
mittee of the Trust Company Division of the 
American Bankers Association. He was also 
a director in a number of corporations. Last 
January he was elected to the directorate of 
the Maryland Casualty Company of Balti- 
more, the first director of that Company ever 
elected from the Middle West. He was also 
a director of the Missouri State Life In- 
surance Co., the Missouri Portland Cement 
Co. and the American Credit Indemnity Co. 
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Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
Illinois 


Special Facilities for the han- 
dling of State and Federal 
| Court Receiverships 
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CHICAGO TITLE 
& TRUST COMPANY 


69 WEST WASHINGTON STREET 


j 
NO DEMAND LIABILITIES 


NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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all-weather 
business... 


Any kind of weather is good 
weather in the telephone busi- 
ness. Rainy days put no damper 
on calls. More and more the 
American public is relying on 
the telephone. 

‘Today there is a Bell or Bell 
connecting telephone to every 
six persons, compared with one 
for every nine in 1920. Growth 
of the “telephone habit’’ is out- 
stripping the use of all other 
forms of communication. 

For the investor this means 


security behind the security. It is 
a factor that appeals strongly to 
the more than 600,000 American 
Telephone and Telegraph stock- 
holders. 

Another assurance is the careful 
management of the Bell proper- 
ties. Dividends have been paid 
continuously for fifty years. Sur- 
plus has been invested in tele- 
phone property for the protection 
of the service. 

May we send you a copy of our 
booklet, “Some Financial Facts”? ? 


BELL TELEPHONE 
SECURITIES CO. Jue. 


195 Broadway, New York City 
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MODERN METHODS OF CONTROL AND OPERATION IN 
HANDLING SECURITIES IN THE TRUST DEPARTMENT 
ADVANTAGES OF THE DOUBLE ENTRY SYSTEM OF CONTROL 


EUGENE C. WYATT 
The Chase National Bank of the City of New York 


(Epitor’s Note: The volume of operations and speed required in the daily handling 
of securities in the custody of trust departments, especially in connection with safekeeping 
and custodian accounts, renders necessary the elimination of outworn systems and the 
adoption of approved systems of accounting control and mechanical installations, Most 
of the larger trust departments in New York and elsewhere have of late undergone 
decided changes and numerous experiments are being conducted. The following is the 
first installment of an article in which Mr. Wyatt describes important innovations intro- 
duced in the methods of handling and control in the securities division of the trust 


department of the Chase National Bank. 
extensive study and experiment.) 


URING the past few years interest 
in the control and operating methods 
of security divisions of trust depart- 
ments has been intensified. This develop- 
ment has not been the result of mere curi- 
osity concerning an interesting problem, but 
rather a positive realization that the prac- 
tices of recent years are no longer adequate. 
It is to be regretted that there are no 
generally accepted principles to assist us in 
building up a department that is to adequate- 
ly handle and record security transactions 
resulting from safekeeping or custodian re- 
lationships. The wide diversity of methods 
now in use often causes us to wonder how 
similar results can be obtained in so many 
different ways. The influence of personal 
opinion and the conception of individuals are, 
undoubtedly, the reasons for the major por- 
tion of these differences. 


Duties of the Safekeeping or Custodian 
Department 
Before attempting to plan the routine and 
equipment of a safekeeping or custodian de- 
partment it would be well to definitely de- 
termine the various objectives to be obtained 


from a customer’s point of view. The fact 
that a customer entrusts his securities to an 
institution indicates his implicit faith in that 
institution’s ability to safeguard them. He 
expects the inventory of his security account 
and the balance in his cash account to be 
exact at all times. He demands that the col- 
lection of income be made on time and prop- 
erly credited; also that the redemption of 
principal items be executed with advices 


The methods evolved have been the result of 


properly timed to permit the reinvestment of 
funds without loss of income. 

It is essential that the customer be advised 
of all privileges or option emanating from 
proposed changes in the capital structure of 
companies whose securities he holds, and the 
department must be prepared promptly to ex- 
ecute his instructions in the matter. His 
orders to purchase and sell securities must 
receive immediate and intelligent attention, 
and upon the consummation of executed 
trades the bookkeeping entries affecting secu- 
rity and cash records must be simultaneous. 
The department must be equipped to assem- 
ble income tax data, render statements of 
cash and security accounts, and remit income 
promptly in accordance with his instructions. 
These and sundry other duties are required 
of a complete security department, and their 
performance demands the existence of the 
following fundamentals: Safety, Adequacy 
of Record, Promptness of Execution of Serv- 
ice Functions. 


Element of Safety Placed First 


The element of Safety has been purposely 
placed first because it is the basis of the cus- 
todian business, and while from the insti- 
tution’s viewpoint it is desirable and practi- 
cal to function as economically as possible, 
no method installation should ever be made 
that tends to subordinate absolute safety. 
Adequacy of Record is next, because the com- 
pleteness and accuracy of a department’s rec- 
ords is the medium around which its entire 
activity revolves. Promptness of Execution 
of Service Functions is closely allied with 
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The Market Street National Bank 


PHILADELPHIA, PENNSYLVANIA 


We solicit the accounts of Banks, Corporations, 
firms and individuals and place at the disposal of 
our friends a complete Banking and Trust service. 


CAPITAL, SURPLUS AND PROFITS OVER $5,000,000.00 


Adequacy of Record, but under this heading 
also comes the strategic allocation of duties 
to sections of the department. 

The layman naturally gains the impression 
that the impregnable vaults, characteristic 
of the financial institutions of today, supply 
the entire element of safety for securities on 
deposit. This, of course, is not true, for se- 
curities must be handled for recording pur- 
poses before they finally reach the vault, and 
very often they are subsequently withdrawn 
for one purpose or another, making it nec- 
essary to set up the best and the safest chan- 
nels of progression. This introduces the ele- 
ment of Control, which is probably the big- 
gest factor of safety in security handling. 


Determining upon the Basis of Security 
Control 

The basis of security control is a subject 
of considerable debate. Many institutions 
prefer the par value control, which values 
bonds at their face amount and stocks at par 
value, perhaps because it automatically sets 
up the fee value of an account or because 
they feel the gross figure of securities on de- 
posit is closer to their actual value. This 
basis, however, places a heavy burden on the 
security cage, bookkeeping, vault, collection 
and audit divisions, and by so doing imposes 
a penalty on the major departmental ac- 
tivities. 

The basis of control values dollar 
bonds at their face amount. Foreign cur- 
rency bonds are also valued at their face 
amount, but at the rate of one unit for each 
unit of currency in which the bonds are 
issued. While this basis of value benefits those 
that were burdened under the par value ba- 
sis, it has a certain disadvantage from the 
standpoint of figuring fees. This objection, 
however, can be overcome by dividing the 
customer’s account control in the security 
boéks—maintaining one for bonds and one 
for stocks. Once the fee value of stocks in 


unit 


an account is established the amount can be 
placed on the fee card for that account and 
from this point on subsequent fee values can 
be set up from the activity reflected in the 
stock control account. As for true valuation, 
both bases are incorrect, for this can only 
be determined by actual market value. 


Various Angles of ‘‘Vault Control’? Method 


After the basis of control has been deter- 
mined the method of control should be es- 
tablished. It is hard to agree that the “Vault 
Control” method, with its series of consecu- 
tively numbered tickets, is the control par 
excellence, especially when it requires men, 
usually auditors, who as a rule are rather 
well paid, to spend a good portion of their 
time checking up these tickets to ascertain 
that the numbers between two given points 
have been properly utilized. 

Numerical controls can be advantageously 
applied in institutions doing a small volume 
of business, but when this business increases 
to the extent that separate numerical series 
of the forms in use must be assigned to 
each of several operators, their maintenance 
becomes somewhat complicated. Then too, 
without the addition of predetermined con- 
trol totals or an item for item reconciliation, 
numerical systems are inadequate. 

But there are more pertinent shortcomings 
peculiar to the vault control method. The 
system, undoubtedly, was created at a time 
when security activities were of a strictly 
deposit nature and confined practically to 
bonds alone, But conditions have necessarily 
changed with the universal interest in in- 
vestments, especially stock issues, that pre- 
yails today. The practice of theoretically 
sending all securities through the vault, re- 
gardless of whether or not they actually af- 
fect it, besides being a needless operation 
also sets up control figures which, from an 
accounting standpoint, are not accurate. 
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Proven Principles of Safety 


THE Lawyers Mortgage Company re- 
stricts its lending to Greater New 
York, Westchester and Nassau Counties. 


Within this area—the largest and most 
rapidly growing metropolis in the world 
—the Company operates only in carefully 
selected sections. As a further precaution 
it has for 27 years limited mortgages to 
business and residence properties—both 


necessities regardless of conditions. No 
loans are made on hotels, apartment hotels, 
towering office buildings, theaters, garages, 
factories, leaseholds, or any special buildings. 


The Lawyers Mortgage Company has, 
and always will, avoid extremes and ad- 
here to the broad middle course of proven 
values and proven principles of safety. 
No loss to any investor. 


LAWYERS MORTGAGE 


COMPANY 


Capital and Surplus $22,000,000 


Richard M. Hurd, President 


345 Madison Avenue, at 44th Street, New York City 
Branch Offices: Brooklyn, Jamaica, Mount Vernon 





Tracing the Course of a Deposit of Stock 
To illustrate, let us trace the course of a 


deposit of stock for a customer’s account 
which, before being placed in the vault, ne- 
cessitates a transfer of registration. To 
comply with the “Vault Control’? method it 
is necessary to first prepare a vault deposit 
ticket, this being the only means of setting 
the entry up in the customer’s security ac- 
count. Inasmuch as the certificates them- 
selves are sent to the transfer agent, the 
vault clerks cannot be expected to accept a 
ticket as evidence of deposit. To overcome 
this situation a temporary withdrawal from 
the vault is prepared and sent to the vault, 
where it is used by the vault clerks to offset 
the vault deposit ticket. In this case two 
tickets have been prepared which require 
various signatures and initials, and although 
a follow-up of the item has been set up by a 
serially numbered temporary withdrawal 
ticket, still the vault has been charged with 
something that actually it has not received. 
It is also evident that the vault is controlling 
the books, rather than the books controlling 
the vault. 

Let us consider the vault control method 
from another angle. Bonds to be redeemed 
are withdrawn from the vault by temporary 
withdrawal prior to the redemption date, this 





withdrawal in no way affecting the vault 
balance. When the redemption is effected 
and required funds received, a permanent 
vault withdrawal is prepared and sent to 
the vault with the redeposit copy of the 
temporary withdrawal form as an offset. 
Here again we have two tickets, with sig- 
natures and initials, and the vault acting 
purely in a controlling capacity. The vault 
control method is strictly of a single entry 
nature, and a more flexible and accurate 
means of control is just as desirable for se- 
curities as it is for cash. Should we not, 
therefore, attempt to apply the principle of 
double entry to the control of securities? 


Applying Principles of Double Entry 


The ledgers in which the securities are 
listed under the names of the customers for 
whose account they are being held should be 
the controlling medium of all securities in- 
sofar as their ownership is concerned. The 
physical locations of the securities should be 
subject to separate controls, the total of 
which will equal the controlling accounts of 
the ledger system. Here we have offsetting 
controls that conform to the requirements of 
the double entry method. The first step in 
the development of the double entry prin- 
ciple should be the preparation of a Securi- 
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ties General Ledger listing the control ac- 
counts on a true accounting basis. It has 
been mentioned before that the books should 
control all securities on deposit for custo- 
mers. Therefore, we can assume that the 
books represent the gross total of our ac- 
counting system. 

If securities received for customers’ ac- 
counts are posted on the left hand side of the 
ledger sheet, it necessarily follows that the 
controlling account for the books should be 
set up on the left hand side of the Securities 
General Ledger. The offsetting control ac- 
counts will necessarily have to be set up on 
the right hand side of the Securities General 
Ledger. In this instance the classification 
should be made by the actual locations in 
which the securities themselves are officially 
authorized to be deposited, such as the Vault, 
Transfer, Box and Loans. 

The Securities General Ledger should re- 
flect a schedule of accounts similar to the 
following example: 


Locations 
(Deliver Balances) 
1—Vault 
2—Transfer 
3—Box 
4—Loans 


Inasmuch as the double entry principle is 
involved, individual entries must be executed 
on that basis. “Debit and Credit,” “Asset 
and Liability” seem to be irrelevant phrase- 
ology that is not truly descriptive. What we 
really do is “Receive” and “Deliver’’ securi- 
ties. Applying the idea of Receive and De- 
liver to the foregoing example, individual 
entries can be passed as follows: 

(1) Receive for Ledger Account—Deliver to 
Location. 

(2) Receive from Location—Deliver from 
Ledger Account. 

(3) Receive from one Location—Deliver to 
another Location. 

The last instance is purely a switch from one 

location to another. 


Ledgers 
(Receive Balances) 
1—Trusts 
2—Estates 
3—Custodies 


Illustrating Vault Control to Double Entry 
Method 


Before discussing the advantages of this 
control, it should be understood that “Vault” 
is considered the only permanent location in 


which securities can be deposited. The other 
three depositories, being of a temporary na- 
ture, should have an adequate follow-up es- 
tablished by department and audit for the in- 
dividual items that comprise each of the Se- 
curity General Ledger figures for temporary 
locations. In preparing forms for a double 
entry method of control, the follow-up tickets 
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that support these temporary locations can 
be embodied in the forms used to originate 
transactions, and by allowing for subsequent 
accounting entries, they can be used for the 
final disposition of the items. 

Let us apply the examples used to illus- 
trate the Vault Control method to the Double 
Entry method. The certificates would be re- 
ceived and set up on a deposit form contain- 
ing the necessary follow-up copies with pro- 
vision made for the accounting entry that is 
to be made upon the completion of the trans- 
action. The securities are delivered directly 
to the “Transfer” location, the entry being: 
(1) Received for Ledger — Delivered to 

Transfer. 
When the new certificates are received from 
transfer the departmental follow-up tickets 
are withdrawn and stamped in the designat- 
ed accounting space, “Vault,’—thus making 
it a Transfer to Vault entry. This, of course, 
is merely a location switch, the entry being: 
(2) Received from Transfer—Delivered to 
Vault, 
In the instance of the bond redemption ex- 
ample, the originating entry would be: 
(1) Receive from Vault—Deliver to Trans- 
fer. 
Upon completion of the transaction, the fol- 
low-up tickets would be stamped “Deliver 
from Ledger” and the entry will be: 
(2) Receive from Transfer — Deliver to 
Ledger. 


How Control Accounts Are Affected 
The following example will show just how 
the control accounts are affected by these 
entries: 
Deposit oF Stock TRANSFERRED AND 
DEPOSITED IN VAULT 
(Numbers indicate Entry) 


LEDGER CONTROL LocaTION CONTROLS 
(Receive Balance) (Deliver Balance) 
Ledgers Vault 
(1) 1000 | [1000 (2) 
Transfer 
(2) 1000 | 1000 (1) 


Bonp WITHDRAWN Prior TO REDEMPTION DATE 
AND LATER REDEEMED 


Ledgers Vault 
1000 | 1000 (2) () 1000 | 1000 


Transfer 
(2) 1000 | 1000 (1) 


Several advantages accrue from the double 
entry control for securities. In the first 
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FIDUCIARY 


TRUST COMPANY 
OF NEW YORK 


i iaitinite in personal 
trusts and managing investments for 
individuals . . . Outside investment 

research . . . No securities merchan- 

dised . . .Continuity of independence 
and policy .. . Personal attention by 
senior officers to business of clients 

. .. Checking accounts and time de- 


posits not involving lines of credit. 


Thirtieth Floor 
ONE WALL STREET 





Your 
Oregon Business 


SEND your business of a finan- 
cial or fiduciary nature to the 
Portland Trust and Savings 
Bank. This bank is ready to 
act as your representative in all 
trust matters. 


PORTLAND TRUST 
and SAVINGS BANK 


“Oldest Trust Company in Oregon” 





place, by maintaining a detailed control me- 
dium, a handwritten or mechanical blotter, 
at the point where securities transactions 
are originated, and by having the respective 
depositories prove with this control medium 
individually at the close of each day’s busi- 
ness, it is possible to dispense with all nu- 
merical controls. Securities can be routed 
directly to any depository without first pass- 
ing through intermediate stages for control 
purposes. The results of direct routing are 
less tickets, a reduction in time required, and 
fewer authorizations. 

In the case of deliveries, securities can be 
Withdrawn from the depository in which 
they are held when delivery instructions are 
received, the double entry principal eliminat- 
ing the necessity of theoretically placing 
items in temporary location in the vault be- 
fore withdrawal. Securities withdrawn from 
a depository for the purpose of exchange or 
redemption can be washed out of the ledger 
account upon completion of the transaction 
by utilizing the follow-up tickets prepared 
at the time the item is set up. 

It is surprising how this feature alone 
minimizes the consumption of tickets, and, 
in the case of redemptions, how it facilitates 


the simultaneous movement of cash and se- 
curity entries. Responsibility is established 
by group classification for it necessarily fol- 
lows that proper authorization is essential in 
all security locations. With little effort run- 
ning balances can be kept of the security de- 
positories from which an individual check-up 
can be made at any time. 

The possibility of expansion is evident— 
the security locations can be amplified to em- 
brace all phases of security work and with 
control centralized in a Securities General 
Ledger, whose total of balances is based on 
the control value of all securities held for 
customers, and which is divided into ae: 
counts classified on the one side by “Book- 
keeping” controls and on the other by secu- 
rity “Location” controls, there is no reason 
why traffic in securities cannot be safely 
conducted under an interdepartmental and, 
if desirable, an interbranch relationship. 


°, 2, 2°, 
“ “ee “. 


sen E. Young, comptroller of the Com- 
merce Trust Company of Kansas City, Mo., 
has been elected president of the Nationa! 
Conference of Bank Auditors. 





TRUST COMPANIES 


Sate Deposit and Crust 
Company 


of BALTIMORE 
13 South Street 


Capital 
$2,000,000 


Surplus and Profits 
over $5,300,000 


SAPE DEPOSIT AND TRUST COMPANY 


THE PIONEER TRUST COMPANY oF BALTIMORE 
Incorporated in 1864 


OFFICERS 
H. WALTERS, Chairman of Board 
JOHN J. NELLIGAN, President 


3d Vice-President 
4th Vice-President 
Treasurer 


Joszpu B. Kirsy 
Wittiam R. Husner 


Joun W. Bostey 

Epoar H. Cromwe tt. Asst. Treas. and Asst. Sec. 
Anprew H. TrogGer Asst. Treasurer 
J. Epwarp Kwnapp.............Asst. Treasurer 


Tuomas B. BuTLeR Asst. to 3d V.-P. 
Ropert B. CHAPMAN........... Asst. Secretary 
I. CampBeLt ConNoR Asst. Secretary 

Asst. Secretary 
Rotanp L. MILLER Cashier and Asst. Sec. 
Maurice J. Netuican..Asst. Cash. and Asst. Sec. 
Harry E. Cuattis Asst. Cashier 
RayMonp E. Burnett Auditor 
Howarp W. BayNnarD Asst. Auditor 
James S. AsHER Asst. Auditor 
Cuas. F. LecutHarer. . Asst. Real Estate Officer 
Cuatmers S. BRUMBAUGH.. .. ....Statistician 


DIRECTORS 


H. WaLrTerRS 

Watpo NewcoMerR 
NorMaN J AMES 

SamueL M. SHOEMAKER 


BLANCHARD RANDALL 
Epwin G. Bagrjer 
Joun J. NELLIGAN 
JoszepH B. Kirsy 


Rosert GARRETT 

J. Epwarp JoHNSTON 
Howarp Bruce 
Morris WHITRIDGE 





APPROVED UNIFORM PRINCIPAL AND INCOME ACT 


TEXT OF PROPOSED CODE AS RECENTLY UNANIMOUSLY ADOPTED BY 
THE NATIONAL CONFERENCE OF COMMISSIONERS ON UNIFORM 
STATE LAWS 


(Eprror’s Note: The final approval and adoption of a Uniform Principal and Income 
Act, as a basis for state legislation, at the recent annual meeting of the National Con- 
ference of Commissioners on Uniform State Laws, represents a most important step 
toward securing greater uniformity in the laws of the various states governing trust 
administration and the handling of trust estates. This act does not attempt to cover 
the broad field of trustee’s powers and duties. It deals specifically with the troublesome 
questions concerning the determination of principal and income and apportionment of 
receipts and expenses, including corporate dividends and rights, as between life tenants 
and remaindermen. The Uniform Principal and Income Act is primarily designed to 
provide workable and adjudicated rules of conduct for the trustee in the administration 


of trust estates and is the result of five years of labor with frequent revision.) 


Text of Uniform Principal and 
Income Act 
An act concerning the ascertainment of prin- 
cipal and income and the apportionment of 
receipts and expenses among tenants and 
remaindermen, and to make uniform the 
law with reference thereto. 
Section 1. (Definition of Terms) 
“Principal” as used in this act means any 
realty or personalty which has been so set 
aside or limited by the owner thereof or a 
person thereto legally empowered that it and 
any substitutions for it are eventually to be 


conveyed, delivered or paid to a person, while 
the return therefrom or use thereof or any 
part of such return or use is in the mean- 
time to be taken or received by or held for 
accumulation for the same or another person ; 


“Income” as used in this act means the re- 
turn derived from principal; 

“Tenant”? as used in this act means the 
person to whom income is presently or cur- 
rently payable, or for whom it is accumulated 
or who is entitled to the beneficial use of 
the principal presently and for a time prior 
to its distribution ; 


MEMBERS OF CONFERENCE OF COMMISSIONERS ON UNIFORM STATE LAWS WHICH HAS APPROVED 
THE UNIFORM PRINCIPAL AND INCOME ACT 
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“Remainderman” as used in this act means 
the person ultimately entitled to the princi- 
pal, whether named or designated by the 
terms of the transaction by which the prin- 
cipal was established or determined by oper- 
ation of law; 

“Trustee” as used in this act includes the 
original trustee of any trust to which the 
principal may be subject and also any suc- 
ceeding or added trustee. 


Section 2. (Application of the Act—Powers 
of Settlor) 

This act shall govern the ascertainment of 
income and principal, and the apportionment 
of receipts and expenses between tenants and 
remainderman, in all cases where a principal 
has been established with or, unless other- 
wise stated hereinafter, without the inter- 
position of a trust; except that in the estab- 
lishment of the principal provision may be 
made touching all matters covered by this 
act, and the person establishing the princi- 
pal may himself direct the manner of ascer- 
tainment of income and principal and the ap- 
portionment of receipts and expenses or grant 
discretion to the trustee or other person to 
do so, and such provision and direction, 
where not otherwise contrary to law, shall 
control notwithstanding this act. 


Section 3. (Income and Principal— 
Disposition ) 

(1) All receipts of money or other property 
paid or delivered as rent of realty or hire of 
personalty or dividends on corporate shares 
payable other than in shares of the corpora- 
tion itself, or interest on money loaned, or 
interest on or the rental or use value of prop- 
erty wrongfully withheld or tortiously dam- 
aged, or otherwise in return for the use of 
principal, shall be deemed income unless oth- 
erwise expressly provided in this act. 

(2) All receipts of money or other property 
paid or delivered as the consideration for the 
sale or other transfer, not a leasing or let- 
ting, of property forming a part of the prin- 
cipal, or as a repayment of loans, or in liquid- 
ation of the assets of a corporation, or as 
the proceeds of property taken on eminent 
domain proceedings where separate awards 
to tenant and remainderman are not made, 
or as proceeds of insurance upon property 
forming a part of the principal except where 
such insurance has been issued for the benefit 
of either tenant or remainderman alone, or 
otherwise as a refund or replacement or 
change in form of principal, shall be deemed 
principal unless otherwise expressly provided 
in this act. Any profit or loss resulting upon 
any change in form of principal shall enure 
to or fall upon principal. 
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(3) All income after payment of expenses 
properly chargeable to it shall be paid and 
delivered to the tenant or retained by him 
if already in his possession or held for ac- 
cumulation where legally so directed by the 
terms of the transaction by which the prin- 
cipal was established; while the principal 
shall be held for ultimate distribution as de- 
termined by the terms of the transaction by 
which it was established or by law. 


Section 4. 

Whenever a tenant shall have the right to 
income from periodic payments, which shall 
include rent, interest on loans, and annuities, 
but shall not include dividends on corporate 
shares, and such right shall cease and deter- 
mine by death or in any other manner at 
a time other than the date when such peri- 
odic payments should be paid, he or his per- 
sonal representative shall be entitled to that 
portion of any such income next payable 
which amounts to the same percentage there- 
of as the time elapsed from the last due date 
of such periodic payments to and including 
the day of the determination of his right is 
of the total period during which such income 
would normally accrue, The remaining in- 
come shall be paid to the person next entitled 
to income by the terms of the transaction by 
which the principal was established. But 
no action shall be brought by the trustee or 
tenant to recover such apportioned income 
or any portion thereof until after the day 
on which it would have become due to the 
tenant but for the determination of the right 
of the tenant entitled thereto. The provi- 
sions of this section shall apply whether an 
ultimate remainderman is specifically named 
or not. Likewise when the right of the first 
tenant accrues at a time other than the pay- 
ment dates of such periodic payments, he 
shall only receive that portion of such in- 
come which amounts to the same percentage 
thereof as the time during which he has been 
so entitled is of the total period during which 
such income would normally accrue; the bal- 
ance shall be a part of the principal. 


Section 5. 


(Apportionment of Income). 


(Corporate Dividends and 
Share Rights). 

(1) All dividends on shares of a corpora- 
tion forming part of the principal which are 
payable in the shares of the corporation shall 
be deemed principal. Subject to the provi- 
sions of this section, all dividends payable 
otherwise than in the shares of the corpora- 
tion itself, including ordinary and extraordi- 
nary dividends and dividends payable in 
shares or other securities or obligations of 
corporations other than the declaring cor- 
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poration, shall be deemed income. Where 
the trustee shall have the option of receiving 
a dividend either in cash or in the shares 
of the declaring corporation, it shall be con- 
sidered as a cash dividend and deemed in- 
come, irrespective of the choice made by the 
trustee. 

(2) All rights to subscribe to the shares or 
other securities or obligations of a corpora- 
tion accruing on account of the ownership 
of shares or other securities in such corpora- 
tion, and the proceeds of any sale of such 
rights, shall be deemed principal. All rights 
to subscribe to the shares or other securities 
or obligations of a corporation accruing on 
account of the ownership of shares or other 
securities in another corporation, and the 
proceeds of any sale of such rights, shall be 
deemed income. 

(3) Where the assets of a corporation are 
liquidated, amounts paid upon _ corporate 
shares as cash dividends declared before such 
liquidation occurred or as arrears of pre- 
ferred or guaranteed dividends shall be 
deemed income; all other amounts paid upon 
corporate shares on disbursement of the cor- 
porate assets to the stockholders shall be 
deemed principal. All disbursements of cor- 
porate assets to the stockholders, whenever 
made, which are designated by the corpora- 
tion as a return of capital or division of cor- 
porate property shall be deemed principal. 

(4) Where a corporation succeeds another 
by merger, consolidation or reorganization or 
otherwise acquires its assets, and the cor- 
porate shares of the succeeding corporation 
are issued to the shareholders of the original 
eorporation in like proportion to, or in sub- 
stitution for, their shares of the original cor- 
poration, the two corporations shall be con- 
sidered a single corporation in applying the 
provisions of this section. But two corpora- 
tions shall not be considered a single cor- 
poration under this section merely because 
one owns corporate shares of or otherwise 
controls or directs the other. 

(5) In applying this section the date when 
a dividend accrues to the person who is en- 
titled to it shall be held to be the date speci- 
fied by the corporation as the one on which 
the stockholders entitled thereto are deter- 
mined, or in default thereof the date of dec- 
laration of the dividend. 


Section 6. (Premium and Discount Bonds). 

Where any part of the principal consists 
of bonds or other obligations for the pay- 
ment of money, they shall be deemed princi- 
pal at their inventory value or in default 
thereof at their market value at the time the 
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principal was established, or at their cost 
where purchased later, regardless of their 
par or maturity value; and upon their re- 
spective maturities or upon their sale any 
loss or gain realized thereon shall fall upon 
or enure to the principal. 


Section 7. (Principal Used in Business). 

(1) Whenever a trustee or a tenant is au- 
thorized by the terms of the transaction by 
which the principal was established, or by 
law, to use any part of the principal in the 
continuance of a business which the original 
owner of the property comprising the princi- 
pal had been carrying on, the net profits of 
such business attributable to such principal 
shall be deemed income. 

(2) Where such business consists of buy- 
ing and selling property, the net profits for 
any period shall be ascertained by deducting 
from the gross returns during and the in- 
ventory value of the property at the end of 
such period, the expenses during and the in- 
ventory value of the property at the begin- 
ning of such period. 

(3) Where such business does not consist 
of buying and selling property, the net income 
shall be computed in accordance with the cus- 
tomary practice of such business, but not in 
such way as to decrease the principal. 

(4) Any increase in the value of the prin- 
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cipal used in such business shall be deemed 
principal, and all losses in any one calendar 
year, after the income from such business 
for that year has been exhausted, shall fall 
upon principal. 


Section 8. (Principal Comprising Animals). 

Where any part of the principal consists 
of animals employed in business, the provi- 
sions of Section 7 shall apply; and in other 
cases where the animals are held as a part 
of the principal partly or wholly because of 
the offspring or increase which they are ex- 
pected to produce, all offspring or increase 
shall be deemed principal to the extent neces- 
sary to maintain the original number of such 
animals and the remainder shall be deemed 
income; and in all other cases such offspring 
or increase shall be deemed income. 


Section 9. (Disposition of Natural Resources). 

Where any part of the principal consists of 
property in lands from which may be taken 
timber, minerals, oils, gas or other natural 
resources and the trustee or tenant is author- 
ized by law or by the terms of the transac- 
tion by which the principal was established 
to sell, lease or otherwise develop such nat- 
ural resources, and no provision is made for 
the disposition of the net proceeds thereof 
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after the payment of expenses and carrying 
charges on such property, such proceeds, if 
received as rent on a lease, shall be deemed 
income, but if received as consideration, 
whether as royalties or otherwise, for the 
permanent severance of such natural re- 
sources from the lands, shall be deemed prin- 
cipal to be invested to produce income. Noth- 
ing in this section shall be construed to abro- 
gate or extend any right which may other- 
wise have accrued by law to a tenant to de- 
velop or work such natural resources for his 
own benefit. 


Section 10. (Principal Subject to Depletion). 

Where any part of the principal consists of 
property subject to depletion, such as lease- 
holds, patents, copyrights and royalty rights, 
and the trustee or tenant in possession is 
not under a duty to change the form of the 
investment of the principal, the full amount 
of rents, royalties or return from the proper- 
ty shall be income to the tenant, but where 
the trustee or tenant is under a duty, arising 
either by law or by the terms of the trans- 
action by which the principal wus _ estab- 
lished, to change the form of the investment, 
either at once or as soon as it may be done 
without loss, then the return from such prop- 
erty not in excess of five per centum per an- 
num of its fair inventory value or in default 
thereof its market value at the time the prin- 
cipal was established, or at its cost where 
purchased later, shall be deemed income and 
the remainder principal. 


Section 11. (Unproductive Estate). 

(1) Where any part of a principal in the 
possession of a trustee consists of realty or 
personalty which for more than a year and 
until disposed of as hereinafter stated has 
not produced an average net income of at 
least one per centum per annum of its fair 
inventory value or in default thereof its mar- 
ket value at the time the principal was es- 
tablished or of its cost where purchased 
later, and the trustee is under a duty to 
change the form of the investment as soon 
as it may be done without sacrifice of value 
and such change is delayed, but is made be- 
fore the principal is finally distributed, then 
the tenant, or in case of his death his per- 
sonal representative, shall be entitled to share 
in the net proceeds received from the prop- 
erty as delayed income to the extent herein- 
after stated. 

(2) Such income shall be the difference be- 
tween the net proceeds received from the 
property and the amount which, had it been 
placed at simple interest at the rate of five 
per centum per annum for the period dur- 
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ing which the change was delayed, would 
have produced the net proceeds at the time 
of change, but in no event shall such income 
be more than the amount by which the net 
proceeds exceed the fair inventory value of 
the property or in default thereof its market 
value at the time the principal was estab- 
lished or its cost where purchased later. 
The net proceeds shall consist of the gross 
proceeds received from the property less any 
expenses incurred in disposing of it and less 
all carrying charges which have been paid 
out of principal during the period while it 
has been unproductive. 

(3) The change shall be taken to have been 
delayed from the time when the duty to make 
it first which shall be presumed, in 
the absence of evidence to the contrary, to 
be one year after the trustee first received 
the property if then unproductive, otherwise 
one year after it became unproductive. 

(4) If the tenant has received any income 
from the property or has had any beneficial 
use thereof during the period while the 
change has been delayed, his share of the 
delayed income shall be reduced by the 
amount of such income received or the value 
of the use had. 

(5) In the case of successive tenants the 
delayed income shall be divided among them 
or their representatives according to the 
length of the period for which each was en- 
titled to income. 


arose, 


Section 12. (Expenses—tTrust Estates). 

(1) All ordinary expenses incurred in con- 
nection with the trust estate or with its ad- 
ministration and management, including reg- 
ularly recurring taxes assessed against any 
portion of the principal, water rates, pre- 
miums on insurance taken upon the estates 
of both tenant and remainderman, interest 
on mortgages on the principal, ordinary re- 
pairs, trustees compensation except commis- 
sions computed on principal, compensation of 
assistants, and court costs and attorneys’ and 
other fees on regular accountings, shall be 
paid out of income. But such expenses where 
incurred in disposing of, or as carrying 
charges on, unproductive estate as defined 
in Section 11, shall be paid out of principal, 
subject to the provisions of Subsection (2) 
of Section 11. 

(2) All other expenses, including trustee’s 
commissions computed upon principal, cost 
of investing or reinvesting principal, attor- 
neys’ fees and other costs incurred in main- 
taining or defending any action to protect the 
trust or the property or assure the title there- 
of, unless due to the fault or cause of the 
tenant, and costs of, or assessments for, im- 
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provements to property forming part of the 
principal, shall be paid out of principal. Any 
tax levied by any authority, federal, state or 
foreign, upon profit or gain defined as prin- 
cipal under the terms of Subsection (2) of 
Section 3 shall be paid out of principal, not- 
withstanding said tax may be denuminated 
a tax upon income by the taxing authority. 

(3) Expenses paid out of income according 
to Subsection (1) which represent regularly 
recurring charges shall be considered to have 
accrued from day to day, and shall be appor- 
tioned on that basis whenever the right of 
the tenant begins or ends at some date other 
than the payment date of the expenses. 
Where the expenses to be paid out of income 
are of unusual amount, the trustee may dis- 
tribute them throughout an entire year or 
part thereof, or throughout a series of years. 
After such distribution, where the right of 
the tenant ends during the period, the ex- 
penses shall be apportioned between tenant 
and remainderman on the basis of such dis- 
tribution. 

(4) Where the costs of, or special taxes or 
assessments for, an improvement represent- 
ing an addition of value to property held by 
the trustee as part of principal are paid out 
of principal, as provided in Subsection (2), 
the trustee shall reserve out of income and 
add to the principal each year a sum equal 
to the cost of the improvement divided by 
the number of years of the reasonably ex- 
pected duration of the improvement. 


Section 13, (Expenses—Non-Trust Estate). 
(1) The provisions of Section 12 so far as 
applicable and excepting those dealing with 
costs of, or special taxes or assessments for 
improvements to property, shall govern the 
apportionment of expenses between tenants 
and remaindermen where no trust has been 
created, subject, however, to any legal agree- 
ment of the parties or any specific direction 
of the taxing or other statutes; but where 
either tenant or remainderman has incurred 
an expense for the benefit of his own estate 
and without the consent or agreement of the 
other, he shall pay such expense in full. 

(2) Subject to the exceptions stated in 
Subsection (1) the cost of, or special taxes 
or assessments for, an improvement repre- 
senting an addition of value to property 
forming part of the principal shall be paid 
by the tenant, where such improvement can- 
not reasonably be expected to outlast the es- 
tate of the tenant, In all other cases a por- 
tion thereof only shall be paid by the tenant, 
while the remainder shall be paid by the re- 
mainderman. Such portion shall be ascer- 


(Continued on pige 531) 
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deed, the only complete line in existence. A 
model for each related group of uses! 


And with 62 special attachments . . . with 55 
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REPORT OF COMMITTEE ON UNIFORM TRUST 
NOMENCLATURE 


COMPETITION ON QUALITY OF SERVICES RATHER THAN PRICES 


ALEXANDER P. REED 


Chairman of Committee on Trust Nomenclature of the Trust Division, American Bankers Association 
and Vice-president and Trust Officer, Fidelity Trust Company, Pittsburgh, Pa. 


(Eprror’s Note: Following is presented that portion of the report of the Committee 
on Trust Nomenclature of the Trust Division which deals with various types of trust 
accounts regarding which there appears to have been some confusion as to the character 


and extent of the services rendered.) 


HE Committee on Uniform Trust No- 

menclature was appointed at the meet- 

ing of the Executive Committee held in 
May, 1930, in response to a motion offered 
during the Eleventh Mid-Winter Trust Con- 
ference. The sponsor of the motion related 
that— 

“There is no real uniformity in terms ea- 
isting. ... 

“No distinction is made between a living 
trust, a voluntary trust, an agency account, 
a custodian account, and an attorney-in-fact 
account.... 

“At practically every conference, it is sug- 
gested that we compete with one another on 
the quality of our service rather than on 
prices, but that it is impossible to charge uni- 
form prices where doubt exists as to the 
type of service performed.” 

In the light of the above motion, the indi- 
vidual members of the committee have made 
independent research and investigation, and 
have submitted to your chairman reports. 
During the Twelfth Mid-Winter Conference, 
a meeting of the whole committee was held. 
As a result of its investigation, your com- 
mittee begs to submit the following report: 


I. Legal Terms While Not Uniform Are 
Not Ambiguous 

The committee is unanimous in its convic- 
tion that the adoption of uniform terms for 
such court appointments designated as com- 
mittee, conservator and guardian is impos. 
sible. The respective State Legislatures have 
control over the use of these terms; conse- 
quently, it would be as futile to recommend 
the adoption of uniform terms as it would 
be to suggest the adoption of a uniform name 
for surrogates court, probate court, orphans’ 
court and chancery court; that regardless of 
the existing use of these varied terms, no 
confusion exists in the minds of trust offi- 


cers of the duties required to be performed, 
and, therefore, there is no real necessity to 
urge a change. 


II. Legal Title to Property Held Important 

The committee recommends that whenever 
the legal title to property is conveyed by 
formal document to a trust institution, the 
term “Trust” be included in the designation 
of the account. The universal adoption of 
this term will serve to differentiate such ac- 
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counts from agency, custodian and attorney- 
in-fact accounts where the legal title vests in 
the customer. 


Ill. Living and Voluntary Trusts 

That the terms “Living Trust” or “Vol- 
untary Trust” be universally adopted to 
designate that type of account where the 
legal title to property is conveyed by the 
customer under a formal document to a trust 
institution. As these terms are as common 
as “wills” and “testaments,” no confusion ex- 
ists as to their meaning. It is the type of 
service performed which is responsible for 
the confusion. 


IV. Responsibility of Trustee Under Living 
or Voluntary Trust 
That the following classification of Living 
or Voluntary Trusts be universally adopted 
to designate the type and responsibility of 
service involved: 
A. Full Control Living or Voluntary Trusts 
This term to be used only when the law 
imposes upon the trustee full responsibility 
for the integrity and administration of the 
fund, free from any restraint upon the part 
of the creator of the trust. This includes 
those accounts where an individual is also 
co-trustee. 
B. Joint Control Living or Voluntary Trust 
This term to be used where the donor (i.e. 
maker, settlor or trustor) during his life- 
time assumes joint responsibility with the 
trustee for the administration of the trust 
and has equal voice regarding the invest- 
ments and reinvestments. 
C. Donor Control Living or Voluntary Trusts 
This term to be used only where the donor 
(i. e. maker, settlor or trustor) during his 
lifetime, has full authority to direct the trus- 
tee as to investments and reinvestments and 
relieves the trustee from all loss and respon- 
sibility in connection therewith. 


V. Custodian, Safekeeping and Agency 
Accounts 


That the following classification of ac- 
counts where the legal title to the property 
vests in the customer be universally adopted: 
A. Custodian Account (Safekeeping Service) 

The type of service embraced within this 
classification includes merely the custody of 
securities, the collection of interest and divi- 
dends with advices to the customer and the 
notification of bonds called for redemption, 
rights, stock dividends and of investments 
maturing. 

B. Custodian Agency Account 

This type of account includes all the serv- 
ices performed under a custodian account, 
and, in addition, the following: preparation 
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of periodic statements of transactions; an- 
nual analysis of income for tax purposes; 
review and report on investments at the 
request of customer. 

C. Attorney-in-Fact Account 

This type of account includes all the serv- 
ices performed under a Custodian Agency 
Account. In addition, the trust institution 
has, through formal power of attorney or 
otherwise, active duties respecting the care 
and management of real or personal prop- 
erty in its possession or control, but where, 
strictly, speaking, no trust exists because 
title is not transferred. 

D. Special Agency Accounts 

This type of account is used where the 
trust institution is an agent for collection or 
other purposes, but where there is no cus- 
todianship, because no property is held, and 
no relation of attorney-in-fact due to the 
absence of active duties with respect to the 
care or management of property. 

(NoTE: The report further recommends for 
general adoption a number of classification 
of trust accounts based on the distinction as 
to whether the legal title to property held 
vests in the trust institution or not.) 


oo 


AFFILIATED BANKS OF WORCESTER 
COUNTY, MASS. 

An impressive total of over $82,000,000 
banking resources is reported by the group 
of banks of Worcester County, Mass., which 
are affiliated with the Worcester Bank & 
Trust Company which owns in excess of 99 
per cent of the capital of the Worcester 
County National Bank, except directors’ 
qualifying shares, and which carries with it 
the shares of other affiliated banks, embrac- 
ing the Second National Bank of Barre, Clin- 
ton Trust Company, North Brookfield Nation- 
al Bank, Spencer National Bank and First 
National Bank of Webster. 

The Worcester Bank & Trust Company re- 
ports as of September 29th, banking resources 
of $41,174,688; deposits, $31,795,000; capital, 
$3,800,000; surplus, $3,800,000; undivided 
profits, $767,288 and reserves of $925,108. 
Trust department resources amount to $28,- 
002,854. John E. White is chairman of the 
board and Walter Tufts, president. 


The Virginia National Bank and the Na- 
tional Bank of Petersburg, Va., have been 
merged under the name of First National 
Bank & Trust Company. Charles E. Plum- 
mer is president. 
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THE NATION CALLS FOR “ONE HUNDRED POINT MEN” 


TRAINING AND PRACTICE OF THE SOLID OLD VIRTUES 


HERBERT W. JACKSON 
President, Virginia Trust Company, Richmond, Va. 


(Epiror’s Nore: /t is a privilege to publish the following portion of a virile address 
made by Mr. Jackson to the student body at the 156th opening of Hampden Sydney Col- 
lege located on the outskirts of Farmsville, Va., which not only enjoys the distinction of 
being the third oldest college in the United States and the second oldest in the South, 
but which has a greater percentage of alumni than any other educational institution in 
the “Who’s Who in America.” Mr. Jackson addressed himself to the secret of the “one 
hundred point man” of the type that Hampden Sydney College has turned out for the 


past seven generations.) 


ET me give you some of the traits of 
a hundred point man, as I have ob- 
served them: 

He is prompt in his dealings, and prompt- 
ness, is one of the cardinal virtues. He 
earries as his slogan “do it now.” There is 
a legend that once the devil tried to win 
men by telling them “there is no heaven,” 
and a few came over to his side. Then he 
tried, “there is no punishment hereafter,” 
and he won a few more. 3ut finally he 
whispered, “there is no hurry,” and thousands 
were won. Some years back, William Rocke- 
feller died full of years and dollars. One 
newspaper account of him said his motto 
for success was “don’t write, go,’ which is 
only a three word way of saying don’t put 
the matter off even to the slowness of a 
letter. 


True to Every Trust 


A hundred point man is true to every 
trust. He keeps his word and is loyal to 
the firm he works for. Does not look for 
slights or listen out for insults. He’s kind, 
obliging, and note this, please, he is con- 
siderate of the man under him, and consider- 
ate also of his servants and his caddy. These 
hundred point men vary in ability, of course, 
but this is always true—they are safe men 
to deal with, and when you strike one, 
whether he drives a dray or serves as a 
nightwatchman, clerk, cashier, or president 
of a railroad, you can always count on him. 
In his makeup there is a moral fibre which 
is better than any kind of mental attainment 
or cleverness, and, in the span of life, moral 
qualities count for most. Indeed, the most 
powerful things in the world are unseen, the 
silent forces are the greatest. For example, 
the influence of a good man. 


Guards His Credit 


A hundred point man guards his credit; 
is punctual in meeting an obligation. Credit 
is a priceless asset in commercial life and 
equally so to the professional man, clerk and 
mechanic. The man who has made up his 
mind to make good will guard as one of his 
most valued assets—his credit. 

My observation has been that ninety-five 
per cent of these hundred point men are re- 
ligious men. It is worth while to make a 


HERBERT W. JACKSON 


President, Virginia Trust Company, Richmond, Va. 
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Established 1868 





in “Massachusetts 


and its afhliated banks 


Offer Complete Fiduciary Service for Corporations 
Combined Trust Funds Over $30,000,000 


Worcester Bank & Trust Company 


Worcester, Mass. 





mental note of that fact. At church Sunday, 
a friend noting I would be here today, asked 
if I would comment on the present economic 
depression—well, it seems that everyone 
who now makes an address anywhere dwells 
on that subject and usually offers a remedy. 


Recalling Poor Richard’s Philosophy 

All I will say on that subject is my be- 
lief that what we need today, perhaps more 
than any other one thing, is to call back 
Benjamin Franklin and reread and adopt 
Poor Richard’s sound philosophy. One bi- 
ographer of the great  printer-statesman 
ealled him the “First Civilized American ;” 
one of the wisest. By enterprise, thrift and 
saving, he lifted himself from penury to 
plenty. One thing he continually hammered, 
namely, the value of hard work. It has edu- 
eational and disciplinary value as well as 
pecuniary reward. 

I have often remarked and will now re- 
peat—A young man of character if posessed 
of ingrained integrity, who has good ordin- 
ary sense, who will work —you can’t beat 
him, especially if he invokes the help of the 
Unseen Hand. I commend to all, Poor Rich- 
ard’s maxims. This generation is inclined 
to rate them too low. They inculcate living 
within one’s income and strict honesty, which 
Franklin said should be adopted as a policy, 
though he also held it to be a principle. He 
illustrated the Virtue of fidelity to every 
private and public trust. 


The Old Solid Virtues 
Some one may be inclined to say, “this is 
old stuff.” Certainly, it is “old stuff,” very 
old, but the solid virtues are all old and ap- 
ply as well to the year 1931 as they did in 
the year 1. I speak of them because our 


present troubles have been largely due to the 
fact that we have sought soft substitutes 
for solid fundamentals. 
market; get rich quick methods. 
not the route. 


Playing the stock 
That is 





Secret of Hampden Sydney’s Record 

In all its one hundred and fifty-five years 
of ever increasing usefullness, Hampden 
Sydney has had as its distinguishing trait 
that here character was moulded as educa- 
tion was imparted. That, is the secret of 
Hampden Sydney’s great record. It is be- 
cause these essentials became flesh and 
blood in its Alumni that a larger percentage 
of its graduates are in “who’s who” than any 
other college in America. It has built upon 
a rock. The rock of character, culture and 
Christianity. A college thus built cannot be 
moved. This is equally true of a Common- 
wealth or a Nation, or an .ndividual. 

The evil forces which now threaten to 
undermine the old landmarks will be driven 
out by the adoption and practice of the vir- 
tues for which Hampden Sydney has been 
noted in its long history. Better days are 
ahead. They cannot be summoned by any 
arts of the magician. They only wait upon 
the practice of the sound principle of Poor 
Richard, the patriotism of Patrick Henry and 
the wise counsel of James Madison; the trin- 
ity of great men upon which teaching the 
best things in America rest today, as they 
have rested in the past, and as they will rest 
for all the better days that lie ahead of us. 


Bo de 

The United States Trust Company of New 
York is named as trustee in the will of the 
late Henry Beekman Livingston, member of 
an old New York family and for forty years 
a member of the New York Stock Exchange. 

The United States Trust Company of New 
York is named as co-executor in the will of 
the late Charles N. Vilas, philanthropist and 
retired hotel man, leaving public bequests 
to the amount of $1,055,000. 

The will of Si Thomas Lipton, the well- 
known contender for the international yacht- 
ing trophy, provides for the distribution of 
his estate chiefly to the poor. The estate is 
valued at $3,910,000. 
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Pioneer Trust Company of the Nation’s Capital 
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THE WASHINGTON LOAN 
AND TRUST COMPANY 


WASHINGTON, D. C. 
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Depository of many national organ- 
izations. Equipped to give especial 
attention to the business of banks, 
corporations, estates and foreign 
clients. Correspondence invited. 


JOHN B. LARNER, President 


Resources over Twenty Millions 
West-End Office opposite State, War and Navy Building 
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This Company, with its long experience in all 


phases of estate management and corporate 
fiduciary service, invites your correspondence. 
fy , y 


THE NORTHERN 
TRUST COMPANY 


CHICAGO 


NORTHWEST CORNER LASALLE and MONROE STREETS 





SEEKING FRIENDLY AND COOPERATIVE RELATIONS 
WITH THE BAR 


LOCAL CONFERENCES BETWEEN TRUST COMPANIES AND LAWYERS 


ROBERTSON GRISWOLD 


Chairman, Committee on Cooperation with the Bar of the Trust Division, A. B. A., 
and Vice-president, Maryland Trust Company of Baltimore 


(EpIToR’s NOTE: 


Following is the text of a printed letter recently addressed by Mr. 


Griswold as chairman of the Committee on Cooperation with the Bar of the Trust Division 
of the American Bankers Association, containing several recommendations to members 
intended to foster friendly and cooperative relations with members of the legal pro- 


fession.) 
T the annual meeting of the Trust 
Division of the American Bankers 
Association, held in Chicago on Sep- 
tember 24, 1918, the appointment of a Com- 
mittee on Cooperation with the Bar was au- 
thorized. Ever since this committee came 


into existence, it has made constant and ear- 
nest efforts to be of assistance in the main- 
tenance of friendly relations with the Bar. 
More recently, the committee has been con- 
ferring with the American Bar Association’s 


Special Committee on Unauthorized Practice 
of the Law, and a real endeavor is being 
made by both committees to establish an un- 
derstanding that will be of benefit to the 
trust companies, to the lawyers, and to the 
public. 

The committee of course recognizes that 
there is no magic formula nor universal 
panacea that will at once eradicate all 
sources of conflict between the trust com- 
panies and the legal profession. Local cus- 
toms, practices and ideas differ so widely 
that the committee would indeed be rash to 
attempt to formulate any specific set of prin- 
ciples. But believing as we do that it is of 
the utmost importance that there be real co- 
operation between lawyers and trust com- 
panies, for their own good as well as for the 
good of the public, and being of the opinion 
that much mutual irritation may be avoided 
by the giving of due recognition to one an- 
other’s rights, we are addressing this general 
letter to the trust companies and banks who 
are members of the Trust Division, American 
Bankers Association, in the hope that earnest 
consideration will be given to the recommen- 
dations herein contained. 


Recommendations to Further Friendly 
Relations 


In the first place, trust companies and 


banks should exercise great care to avoid any 
practices or activities that might properly be 
regarded as constituting the practice of law. 
It is true that the dividing line between law 
and business is ofttimes hazy and ill-defined, 
and where such is the case and disputes are 
impending, experience has shown that much 
has been accomplished by local conferences 
between trust officials and members of the 
Bar. 


ROBERTSON GRISWOLD 


Vice-president, Maryland Trust Company of Baltimore 
and Chairman of the Committee on Cooperation of the 
Bar of the Trust Division, A. B. A. 
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Secondly, careful attention should be paid 
to advertising material and other publicity 
methods. The right of trust companies and 
banks to advertise for and solicit fiduciary 
business cannot be questioned and must be 
maintained at all hazards. But such adver- 
tising should not offer, either directly or in- 
directly, the rendition of purely legal serv- 
ices by a trust company or bank, and should 
be dignified and restrained. As an example 
of what, in the opinion of the committee, 
constitutes a proper standard upon which to 
judge corporate fiduciary advertising, refer- 
ence is made to the bulletins and other lit- 
erature issued from time to time by the 
Trust Division’s Committee on Publicity. 

Lastly, and in general, trust companies and 
banks should actively endeavor at all times 
to maintain close and friendly relations with 
the legal profession in every possible way. 
We are fully cognizant of the fact that, in 
some localities, a mutual understanding has 
been rendered difficult of achievement by 
unfair and unjust attacks upon trust officials 
and by efforts to hamper banks and trust 
companies in the exercise of their proper 
business functions. We are not to be un- 
derstood as advocating a surrender, no mat- 
ter how slight, of any of our legitimate 
rights, but we feel that many misunder- 
standings have arisen because of a failure to 
appreciate the fact that there are two sides 
to every question, and we advocate that an 
honest effort be made to solve all threaten- 
ing problems by cooperation. In some in- 
stances, the attitude of the Bar may be such 
as to make such an understanding seem al- 
most impossible of attainment; but we never- 
theless believe that in many cases constant 
care upon the part of trust companies and 
banks in the conduct of their business will 
secure a harmony of relationship between 
them and members of the legal profession 
which shall be to the lasting benefit of both. 

In conclusion, the committee wishes to 
again call attention to the conferences which 
are being held by it with the American Bar 
Association’s Special Committee on Unan- 
thorized Practice of the Law. It would seem, 
therefore, at this time to be the part of wis- 
dom to endeavor to prevent a further exten- 
sion of any existing unpleasantness in any 
given community. 

OX 

Ira J. Porter has been chosen as treasurer 
of the Louisville Trust Company of Louis- 
ville, Ky. 

E. J. Walsh, prominent attorney of Nash- 
ville, Tenn., has been elected vice-president 
and trust officer of the Third National Bank 
of that city. 
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TRUST COMPANY COMMITTEE ON CO. 
OPERATION WITH THE BAR 


Several changes were made recently in 
the personnel of the Committee on Coopera- 
tion with the Bar of the Trust Division, 
A. B. A., which is now constituted of the fol- 
lowing members: Robertson Griswold, vice- 
president, Maryland Trust Company, Balti- 
more, Md., chairman; J. E. McGuigan, vice- 
president, Bank of America National Trust 
& Savings Association, San Francisco, Cal.; 
William S. Miller, vice-president, Northern 
Trust Company, Chicago; Ronald Ransom, 
vice-president, Fulton National Bank, At- 


lanta, Ga.; Ralph Stone, chairman of board, 
Detroit Trust Company, Detroit, Mich.; Ray- 
mond H. Trott, vice-president, Rhode Island 
Hospital Trust Company, Providence, R. I. 


NOTABLE GAINS BY GIRARD TRUST 
COMPANY 


Noteworthy gains are shown in the October 
15th financial statement of the Girard Trust 
Company of Philadelphia. It reveals since 
June 30th an inerease in deposits from $87,- 
941,000 to $93,202,986. Undivided profits dur- 
ing the same period register gain from 
$1,760,000 to $2,488,913, with capital of 
$4,000,000 and surplus fund of $16,000,000. 
Trust funds show increase from $821,291,000 
in March of this year to $855,265,000. Such 
gains are significant of the confidence which 
the people of Philadelphia repose in this in- 
stitution which was chartered in 18386 and 
will therefore complete a century of service 
and uninterrupted development within a few 
years. 

The financial statement shows among as- 
sets cash and reserve of $8,688,470; due from 
banks and Clearing House exchanges $7,187,- 
140; loans, $28,666,054; U. S. Government se- 
curities, $39,264,745; other securities, $26,- 
361,099, 


THE GEORGE WASHINGTON 
BICENTENNIAL OF 1932 


The Washington Loan & Trust Company 
of Washington, D. C., has issued a booklet 
containing program of events for the George 
Washington bicentennial to be celebrated 
next year in the nation’s capital with elabo- 
rate ceremonies. The program is sponsored 
by the District of Columbia George Washing- 
ton Bicentennial Commission. 

The Washington Loan & Trust Company 
reports its financial condition as of Septem- 
ber 29th with banking resources of $19,827,- 
688; deposits, $16,272,488; capital, $1,000,- 
000; surplus, $2,350,000; undivided profits, 
$140,395, and $64,853 reserve funds. 





THIRTY-SIXTH ANNUAL MEETING 
OF THE 


Trust Company Division 


AMERICAN BANKERS ASSOCIATION 


HELD IN ATLANTIC CITY, OCTOBER 7, 1931 


Officers elected for the ensuing year: 

President: Thomas C. Hennings, vice-presi- 
dent Mercantile-Commerce Bank and Trust 
Company, St. Louis, Mo. 

Vice-president: R. M. Sims, vice-president, 
American Trust Company, San Francisco, Cal. 

Chairman Executive Committee: H. L. 
Standeven, vice-president Exchange Trust 
Company, Tulsa, Okla. 

New Members of Executive Committee: 

Merrel P. Callaway, vice-president Guar- 
anty Trust Company of New York. 

Arthur H. Evans, vice-president Continen- 
tal Illinois Bank & Trust Company, Chicago. 

James E. Goodrich vice-president Com- 


merce Trust Company, Kansas City, Mo. 


Raymond H. Trott, vice-president Rhode 
Island Hospital Trust Company, Providence, 
R. I. 

Richard G. Stockton, vice-president Wacho- 
via Bank & Trust Co. Winston-Salem, N. C. 

O-INCIDENT with this year’s annual 

meeting of the Trust Company Divi- 

sion and in accordance with an amend- 
ment to the constitution of the Ameri- 
can Bankers Association the Division will 
henceforth be known by the title “Trust 
Division” and elimination of the word “Com- 
pany.” Under this broader designation, it 
is designed to make the membership of this 
Division signify the inclusion of national 
as well as state banks and trust companies 
which exercise the trust powers. 

The annual meeting yielded two excellent 
addresses. One was by Frederick H. Ecker, 
president of the Metropolitan Life Insur- 
ance Company of New York who provided 
an informative discussion on “Investment 
Problems of the Life Insurance Business.” 
The subject derived added interest because 
of the developments of the past year affect- 
ing stock and bond values. For the trust 
men, the recital of the investment experience 
of the largest life insurance company in 
the world with outstanding life insurance of 
over nineteen billions of dollars on the lives 


of 26,000,000 policyholders, possessed practical 
interest because of the similarity of require- 
ments affecting life insurance and trust com- 
pany investments. Mr, Ecker made a strong 
point against the inclusion of common stocks 
as adaptable for life insurance investment, 
a conclusion to which conservative and ex- 
perienced trust officers give hearty concur- 
rence in the light of the abrupt declines in 
market values during the past two years. 
Mr. Ecker’s address is published elsewhere in 
this issue of TrusT CoMPANIES. 

The second important address was by J. 
Stewart Baker, president of the Bank of the 


R. M. Stms 


Vice-president and Trust Officer, American Trust Com- 
pany, San Francisco, who has been elected Vice-president 
of the Trust Division, A. B. A. 
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Manhattan Trust Company of New York who 
discussed “The Trust Company and the Pub- 
lic.” He developed an aspect of trust ser- 
vice which deserves to receive far greater 
attention than accorded in the past, namely 
that trust company is not a financial de- 
vice conceived originally for profit, but that 
it is the evolution of a public demand which 
recognized the limitations and hazards of 
human life in carrying forward the increas- 
ingly complex requirements of trusteeship 
in all its multitude of individual and corpor- 
ate relations. 

Mr. Baker traced the origin of the mod- 
ern idea of the trust to Captain Robert 
Richard Randall, founder of Sailors’ Snug 
Harbor in New York, who with his lawyers, 
Alexander Hamilton, first secretary of the 
treasury of the United States, and Daniel 
D. Tompkins, who became vice-president of 
the United States, took steps to make cer- 
tain that his property should function in- 
definitely in the future. It was many years, 
however, before this new and vital principle 
began to be applied to other affairs, he said. 
Mr. Baker’s address appears elsewhere in 
this issue of Trust CoMPANIEs. 

The annual meeting was presided over by 
the retiring president of the division, Gil- 
bert T. Stephenson, whose annual address 


H. L. STANDEVEN 


Vice-president, Exchange Trust Company, Tulsa, _who 
has been elected Chairman of the Executive Committee 
of the Trust Division, A. B. A. 


TRUST COMPANIES 


is presented in the following pages. Follow- 
ing the delivery of the scheduled addresses, 
the chairman called upon William A. Stark 
of the Fifth-Third Union Trust Company of 
Cincinnati, Ohio, to present the report of the 
nominating committee, the selections of 
which for office were unanimously approved. 
In introducing the new president of the 
trust division, Mr. Stephenson said: 

“Judge Hennings left the practice of law 
about a dozen years ago to enter the trust 
field and brought with him into the trust 
field a wealth of experience and of knowl- 
edge both of the law and of human nature 
acquired at the bar and on the bench. And 
I should like to say to the younger members 
of the trust division that the address by 
Judge Hennings entitled, ‘The Greatest 
Father in the World,’ delivered at one of 
our trust conferences five or six years ago, 
together with the address entitled, ‘Con- 
servatism,’ delivered by the late Col. F. H. 
Fries of North Carolina, in New York City 
26 years ago, constitute the two classics of 
trust literature that should be known and 
read and re-read by every trust man in 
America. This elevation of Judge Hennings 
to the presidency of this division is merely 


expanding his field of opportunity and giv- 
ing him a greater opportunity of leadership 


RAYMOND H. TROTT 


Vice-president, Rhode Island Hospital Trust Company, 
Providence, who has been elected a member of the Execu- 
tive Committee of the Trust Division of the A. B. A. 
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at a time when the business world is in 
desperate need of statesmanlike and coura- 
geous leadership.”’ 

In accepting the office of president of the 
trust division, Judge Hennings said: “It 
is with sense of responsibility and deep ap- 
preciation that I accept this office to which 
you have elected me. It is my hope that I 
may maintain the trust division on the high 
plane which has been established by my pre- 
decessors, particularly by the retiring presi- 
dent, and I feel that if we can maintain this 
ship during the coming year on an even keel 
we will have accomplished much. 

“IT feel that there are two great problems 
for consideration during the coming year 
which must be met and to some degree 
solved. One is that of the investment of 
trust funds. Many of us will worry during 
the next year or two about the funds which 
have been entrusted to our care. That worry 
will cause us to review our securities more 
carefully from time to time, and the man- 
ner of investment and review is a matter 
that the new administration shall devote 
considerable time to considering. 


Another is the old problem which we al- 
ways have with us, the disagreement be- 
tween two sets of lawyers, one set repre- 
senting trust companies and the other set 


RiIcHaArRD G. STOCKTON 


Vice-president and Associate Trust Officer, Wachovia Bank 
and Trust Co., who has been elected a member of the Execu- 
tive Committee of the Trust Division, A. B. A. 
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who have not been fortunate enough to rep- 
resent trust companies. We hope to be able 
to solve this problem, but I can assure you 
that that proposition will not be solved next 
year nor in any other year unless it be with 
honor to the great trust organizations of the 
United States.” 

With the installation of Col. R. M. Sims, 
vice-president of the American Trust Com- 
pany of San Francisco, as_ vice-president, 


the annual meeting was adjourned. 


FIRST WISCONSIN NATIONAL BANK OF 
MILWAUKEE 
The First Wisconsin National Bank of 


Milwaukee maintains its strong position as 
the largest bank of Wisconsin. The latest 
financial statement shows total resources of 
$179,676,638 ; deposits, $153,319,289; capital, 
$10,000,000; surplus, $6,000,000; undivided 
profits, $2,841,189, and reserve accounts of 
$1,980,891. 


GERMANTOWN TRUST COMPANY 

The Germantown Trust Company of Phila- 
delphia shows substantial increase in trust 
funds under administration, amounting to 
$45,996,115. Banking resources amount to 
$26,416,725 with deposits of $19,799,728; 
capital, $1,400,000; surplus, $3,600,000, and 
undivided profits of $736,296. 


JAMES E, GOODRICH 


Vice-president, Commerce Trust"Co., Kansas City, Mo., 
who has been elected a memberfofjthe}Executive Committee 
of the Trust Division, A. B. A. 
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When most people speak of a bank's re- 
sources they think only of the cash it con- 
trols. 


The Fifth Third Union Trust Company 
holds an exceptional position when it is 
measured by that single standard; but 
that is only the beginning of its resources. 


Another is the exceptional skill of those 
who transact its business, another is the 
wide experience of its officers. Still an- 
other is the esteem in which the Company 
is held. People have confidence in its 
integrity, its prudence, its efficiency. 
These resources came only with time and 
extended effort. 
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INVESTMENT PROBLEMS OF THE LIFE INSURANCE 
BUSINESS 


WHAT DEPRESSION HAS TAUGHT REGARDING COMMON STOCK AND 
HIGH GRADE SECURITY INVESTMENTS 


FREDERICK H. ECKER 
President, Metropolitan Life Insurance Company, New York 


(EpitTor’s NOTE: 


While the elements of accumulation and distribution may vary, 


there is a strong similarity of trustee relationship in the handling or investment of funds 


by trust companies and life insurance companies. 
the adaptability and creation of life insurance trusts. 


This relationship is emphasized in 
Because investment problems are 


much the same, the following paper read by Mr. Ecker at the recent annual meeting of 
the Trust Company Division of the American Bankers Association, contains instruction 
and reasoned conclusions which have a direct and timely bearing upon the investment 
of trust funds, especially in the light of the experiences of the past two years.) 


T is my purpose to discuss briefly some as- 

pects of the investment problems which 

are common to life insurance companies, 
in their capacity as custodians of a sacred 
fund, and to trust companies which function 
in a similar manner. Legally, the obliga- 
tions of insurance companies arise out of 
contracts, while those of the trust compan- 
ies spring from trust agreements and the con- 
sequent trust relationship. Some years ago 
the Honorable Charles E. Hughes, Chief Jus- 
tice of the United States Supreme Court, 
made the following statement: 

While the insurance company is not tech- 
nically a trustee, it is practically the high- 
est form of trusteeship. 

In our every day activities, our companies 
and yours are engaged in the same general 
kind of business, the custody and the proper 
distribution, under the directions of the cre- 
ator of a fund, of the assets assembled, either 
at one time or by periodic accumulations, 
for the establishment of such fund. In 
either capacity, you on your part, and we 
on our part, are essentially trustees. No re- 
lationship except the intimate domestic re- 
lation is more sacred than that of a trustee 
to those in whose behalf he exercises his 
trust. The source of the trust fund or its 
manner of creation may be different, as be- 
tween our institutions and yours. The na- 
ture of the instrument under which the fund 
is being accumulated is essentially different. 
The manner of the distribution may well be 
more complex, in many instances, in the case 
of your companies than in ours. But fun- 
damentally, both types of institution have 
the same sacred basis, that of the receipt, 


accumulation and distribution of trust funds. 


Security of Principal the First Consideration 

Hssentially, in both cases, between the 
commencement of the custody and the act of 
distribution, it is expected that the funds 
shall be enhanced through the element of 
interest, by wise investment. In both cases, 
security of principal is the first considera- 
tion, rate of interest being secondary to se- 
curity. The investment of the life insurance 
company is restricted to certain categories 
prescribed by statute. The investment of 
trust funds may or may not be prescribed by 
statute, may or may not be prescribed by 
the instrument under which the trust is cre- 
ated. For this reason there is quite often 
greater latitude, and certainly as great a re- 
sponsibility, in the investment of trust com- 
pany funds under a trust instrument, as in 
the investment of funds by a life insurance 
company. In the final analysis, however, 
whether under the guidance of a statute, an 
instrument, or the pure discretion of the 
trustee, the soundness of the investment de- 
pends on the sound judgment of the trustee 
or the company, exercised by able executives 
experienced in the business. 

No law, and no direction by the creator of 
a fund can absolutely eliminate the risk of 
loss. Unless currency is to be locked in a 
safe, like the biblical talent which was bur- 
ied in the ground, then it must be put to 
work through the medium of investment; 
and no investment, not even at the so-called 
“riskless rate’ of interest, can be absolutely 
infallible. The institution of life insurance, 
though, aims to minimize and absorb such 
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losses through the wide distribution of in- 
vestments and the setting up of contingency 
reserves, the purpose being to prevent these 
losses from reducing the payments due under 
our contracts to beneficiaries. 

At the same time, we must differentiate ac- 
cording to the type of service for which the 
investment is designed. The individual or 
corporation whose loss, if any, is its own, 
many accept a wider range of speculative 
possibilities than may the individual or cor- 
porate trustee. In the case of the trustee, 
at least insofar as life insurance finds it- 
self in that situation, the investment should 
be of a type where the principal is ade- 
quately secured and at all times protected by 
a subordinate interest of others, in the na- 
ture of a secondary lien or proprietary 
ownership, an interest which may be ex- 
pressed as a cushion against loss on the part 
of the primary interest. 


Common Stocks and the Depression 

At the annual convention of the Associa- 
tion of Life Underwriters in Washington on 
September 26, 1929, I spoke on the subject 
“The Trend of Life Insurance Investments 
in the Era of the Second Hundred Billion,” 
referring to the commencement of the period 
succeeding the first hundred billion dollars 
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of life insurance in force in the United 
States, which period had just then been 
reached. On that occasion, I expressed my 
own judgment along the lines above indi- 
sated and gave reasons why I believe that 
common stocks should not be acceptable se- 
curities in which to invest life insurance 
funds. I differentiated between the sacred 
character of life insurance funds and the in- 
vestment by individuals or corporations not 
charged with such a sacred trust. 

Some three weeks after the delivery of that 
address, an advocate of the purchase of in- 
terests in equities as life insurance invest- 
ments delivered an address before the Ameri- 
can Life Convention on the subject “Should 
the Portfolio of a Life Insurance Company in- 
clude Common Stocks?’ Urging the admit- 
tance of common stocks into the portfolio of 
life insurance companies, that speaker said: 
“If you would allow a few of the best appli- 
cants in now, learn to choose them, asso- 
ciate with them, learn their habits and com- 
panions, I feel sure that you would not in 
time turn your cold shoulder to them as Mr. 
Ecker did a month ago! ‘The greatest ob- 
stacle is the fact that you do not really know 
the common stocks which I am asking you to 
associate with.” In view of the personal 
reference which that speaker made, I have 
felt it entirely proper to review his address 
in the light of events developing rather 
quickly after its date which was October 17, 
1929. 

In that address, the speaker listed between 
40 and 50 common stocks which I think any 
experienced investor would characterize as 
a most select list. Such stocks had either no 
bonds or practically no funded debt ahead 
of them. They were the stocks of companies 
outstanding in the business of the United 
States. Both before and since the date when 
that list was presented, these companies, for 
the most part, have been well managed. 

On recently rereading my own address and 
the other address referred to, I was prompted 
to secure some figures with relation to the 
common stocks which had been recommended, 
by name, in this latter address. The result 
was significant. The average depreciation in 
market value of the common stocks con- 
tained in this list, between the date of the 
address in question and June 30, 1931, some 
20 months, was 57 per cent. As an appro- 
priate investment for life insurance funds, 
I submit that the list advocated by the 
speaker at the American Life Convention on 
October 17, 1929, has been demonstrated to 
be unsuitable for the purpose of life insur- 


ance. And, considering the exceptionally 









TRUST COMPANIES 
































NORTHWESTERN 
BANK BUILDING 








SINCE 1883 this old reliable 
Trust Company has served the Trust 
Companies and Banks of the United 
States who have estate problems 
in the Northwest. 


MINNESOTA LOAN & TRUST COMPANY 


Affiliated with NORTHWEST BANCORPORATION 


GREAT BANKING 
INSTITUTION 


SINCE 1883——— 





MINNEAPOLIS, 
MINNESOTA 






































high class character of those particular com- 
mon stocks, I submit that this amply demon- 
strates that this class of securities does not 
and will not meet the requirements of life 
insurance. In giving expression to this view, 
I must not be understood as being opposed 
to common stocks, as such, nor to the entire 
appropriateness of that form of investment 
for certain purposes, but I do assert, they are 
not the type of assets which should be in- 
cluded in the portfolio of a life insurance 
company. 

Insurance Investment Experience and the 

Depression 

In view of the foregoing, it may be asked, 
what has been the experience with respect 
to the type of securities generally bought 
by large mutual life insurance companies 
during the same period as that reviewed with 
respect to common stocks. I have not the 
figures of other large mutual companies, but, 
in general, the investment policy of such 
companies is much like our own, and I have 
secured some figures relating to our own in- 
vestment account. 

On December 31, 1929, a date convenient 
for the compilation which I have in mind, 
our company had in its portfolio some $1,300 
separate items of bonds and preferred and 
guaranteed stocks, the latter within the pre- 


a 


scription of the so-called Wales Act of New 
York. The market value of these assets on 
December 31, 1929 was approximately $1,200,- 
000,000, Between that date and June 30, 
1931, there matured or were sold out of 
that portfolio securities of market value of 
approximately $74,000,000, from which the 
net profit amounted to something over $1,000,- 
000. Of that same portfolio, the securities 
remaining unmatured and unsold on June 30, 
1931, had then a market value of $1,139,000,- 
000, which sum, taken with the amount ma- 
tured or sold, showed a total of $1,213,000,- 
000. Thus, in market value of securities still 
owned, plus market value of securities sold 
in the interim, the company had a profit be- 
tween December 31, 1929 and June 30, 1931 of 
approximately $13,000,000. 

Lest some one might raise the point that 
the difference in our securities was computed 
as of December 31, 1929 while that relating 
to the securities listed in the above men- 
tioned address was computed as of October 
17, 1929, I have had a separate computation 
made as to the difference in market value of 
the common stocks contained in the list men- 
tioned, as between December 31, 1929 and 
June 30, 1931. Notwithstanding the depre- 
ciation in market values of stocks between 
the upset of October, 1929 and December 31, 
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1929, nevertheless, the cummon stocks re- 
ferred to had depreciated in market value 
between December 31, 1929 and June 30, 


1931 by somewhat over 30 per cent. 


How Investments Have Stood Up Market-wise 

While the figures which I have given re- 
garding our own company’s securities have 
brought out the fact that there was an ac- 
tual appreciation between the dates men- 
tioned, it is not that fact which I wish to 
stress so much as the fact that during this 
period of severe financial depression, our di- 
versified investments have exhibited a sta- 
bility which we believe is inherent generally 
in the types and methods of investment fol- 
lowed by legal reserve life insurance com- 
panies. 

In this connection, I may well allude to a 
tabulation recently published by a New York 
investment house which showed that, of the 
life insurance companies having assets of 
over $500,000,000, the approximate apprecia- 
tion or depreciation of bonds and stocks (the 
stocks being principally preferred or guaran- 
teed) for any one year, in comparison with 
the market value the previous year, ranged 
between December 31, 1924 and December 31, 
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1930 from a high point of 3.06 per cent ap- 
preciation to a low point of 2.74 per cent 
depreciation. 

Furthermore, while having alluded to mar- 
ket values in order to make a comparison 
in results with the list of common stocks 
which has been mentioned, it should not be 
overlooked that, by law, bonds held by life 
insurance companies and not in default are 
valued on an amortized basis and market 
values, as such are not of present significance 
except in the case of those bonds which may 
be in default. 

Daily quotations or market values of in- 
vestment holdings are not as important to 
life insurance companies as to some other 
financial institutions such as commercial 
banks, for example. This is due to the fact 
that the liabilities of a life insurance com- 
pany, which are the claims arising from out- 
standing policies, mature over a period of 
time which is figured with remarkable ac- 
curacy by our actuaries with the aid of well 
proven mortality tables. Commercial banks’ 
liabilities though, which are in the form of 
deposits, have for the most part no definite 
maturity dates and, therefore, may be with- 
drawn in bulk on short notice. Nevertheless, 
it is interesting to see how life insurance 
investments have stood up market-wise dur- 
ing the present period of financial strain. 
In the tabulation heretofore referred to, com- 
paring the market value of our securities as 
of June 30, 1931 with their market value as 
of December 31, 1929, our government bonds, 
our municipals, our public utilities and our 
miscellaneous group, covering industrial se- 
curities, all showed increase, the railroad se- 
curities alone showing a decline of only ap- 


proximately 8-10ths of 1 per cent. Since 
June 30, 1931, and particularly during the 


last thirty days of unprecedented recession, 
the decline in market values has continued 
to be relatively less in our class of invest- 
ments than in other listed securities. 


The Railroad Situation 

Of the various types of bonds in our port- 
folio which have suffered most at this par- 
ticular time, the largest single classification 
is that of railroad securities, and a word of 
comment may not be out of place on the gen- 
eral situation of railroad credit. But even 
in this type of investment, the bulk of under- 
lying bonds continues to be in good standing. 
The difficulty has arisen in certain types of 
overlying bonds which have not fared so 
well. Possibly, the outstanding reasons for 
this condition may be traced to the nature 
as well as the current problems of the rail- 
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road business and the substantial reduction 
in earnings, which combined have engendered 
a lack of confidence in the ability of the 
carriers to weather the storm... . 

The general lack of confidence in the rail- 
roads is most evident in the present market 
value of their junior securities, many of 
which are now selling practically at receiver- 
ship prices. True, the quotations are wide 
and a comparatively small volume will cause 
wide fluctuations. Nevertheless, railroads 
which have maturities to meet or which are 
confronted with necessary heavy expendi- 
tures are facing financial problems probably 
as difficult as any they have experienced in 
this generation, The country must find a 
solution to this difficulty or face action by 
the government. 


“Flight of Capital’? from Railroads Not 
Justified 

Looking at some of the fundamentals in- 
volved, one may question whether the “flight 
of capital” from the railroads is entirely 
justified. Certainly railroad credit is at low 
ebb and confidence is sorely shaken. This 
Situation may best be illustrated by what 
transpired in connection with a very recent 
transaction where a comparatively small is- 
sue, amply secured on the credit of one of 





the strongest railroads in the country, put 
out by a banking house with the very high- 
est reputation, was absorbed by the market 
to the extent only of about 25 per cent. The 
offering would not have been a success if 
the remaining 75 per cent of the issue had 
not fortunately been placed with one in- 
vestor. 

In connection with the contention some- 
times made that not all of the property of 
the railroads is employed in useful public 
service, it should be said that the Interstate 
Commerce Commission’s tentative valuation 
on Class I railroads, based on pre-war values, 
plus additions and betterments, and less de- 
preciation, brought down to the end of 1930, 
was approximately $21,500,000,000. But ac- 
cording to a formula used by the I. C. C. ina 
recent decision which gives more weight to 
present day values as required by the Su- 
preme Court of the United States, this figure 
should probably be increased to somewhere 
between twenty-five billions and twenty-six 
billions. The total property investment of 
the Class I railroads, according to their own 
records, is slightly in excess of this figure. 
The capitalization of the railroads, however, 
both bonds and stocks, is somewhat less than 
nineteen billions, of which less than two- 
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thirds is in bonds. Certainly this gives ample 
margin for writing off in the valuations of 
the railroads any of that type of property 
which may not be required or necessary in a 
public service. 

It is not conceivable that the country can 
get along without the transportation facili- 
ties provided by the railroads. It scarcely 
can be claimed that the day of the railroads 
is waning to the extent that they are in proc- 
ess of being superseded by other means of 
transportation in the manner that the street 
sar lines have been replaced by taxicabs, 
busses and privately operated automobiles, 
although this is claimed in some quarters. 
The statement that we now have a new era 
of transportation is just as unsound and as 
inaccurate as the cry of a brief two years 
ago that, for other reasons, old measures of 
value as applied to corporate shares should 
be disregarded. Even in connection with 
truck competition, there should be borne in 
mind the signal service of trucks as feeders 
to the railroads. 

We enjoy in this country today the best 
railroad system in the world. Because of 
this excellent service, freight is moved faster, 
and reduced inventories and cheaper opera- 
tions on the part of merchants and manufac- 
turers are the result. In the light of the ex- 
perience of other countries, we do not want to 
substitute the paralytic hand of government 
ownership for the initiative and efficiency 
which characterizes the privately owned and 
operated railroads of America. 

It should be remembered that, under an 
existing. emergency in 1920, freight rates 
were increased from 25 per cent to 40 per 
eent, depending on the territory. This re- 
sulted in restoration of confidence in the rail- 
roads. It enabled them to command capital 
and laid the foundation for the great im- 
provement in railroad service which the last 
decade witnessed. It was not long after 


that increase that the railroads were able to 
and did grant reductions. It should be un- 
derstood that the application for a 15 per 
cent increase which is now pending would 
not, if granted and exercised in full, increase 
rates to the level which prevailed in 1921. 


Some Mortgage Observations 

So much for the railroads. Now let us 
turn our attention to loans secured by first 
mortgages on improved real estate, which 
form of investment always has been a fa- 
vored type of security for all sorts of trust 
funds. The foreclosure of mortgages secur- 
ing bond issues, which foreclosures have 
been taking place in the present crisis, should 
not be confused with mortgage investments 
of a trustee character, that is, individual 
mortgage loans adequately secured and pro- 
tected by sound equities, that is, by what I 
have already termed a subordinate interest 
of others in the nature of a proprietary own- 
ership serving as a cushion against loss on 
the part of the primary interest. 

Taking again the figures of our company 
which, no doubt, reflect the experience of all 
the mutual life insurance companies, I find 
we had invested in mortgages on city prop- 
erty at the end of 1929 more than $1,150,000,- 
000, and the total amount of properties 
owned through foreclosure then amounted to 
.159 per cent of the investment total. At the 
end of 1930, on outstanding mortgage in- 
vestments of more than a billion and a quar- 
ter, the foreclosed properties had increased 
to .322 per cent. On June 30, 1931, with a 
total of such investments of $1,300,000,000, 
the foreclosed property totaled 6-10ths of 1 
per cent, 

The foreclosures, in percentages, are still 
small, but indicate a trend reflecting present 
day conditions. On a large volume of busi- 
ness some foreclosures are inevitable, but 
losses are not necessarily the final result. 
It may more accurately be said that a tem- 
porary change occurs in the form of invest- 
ment. The fact is, our company has had a 
surprisingly favorable experience. Over a 
period of years prior to the present day situ- 
ation, during which the country passed 
through other depressed times in which we 
had foreclosures, such foreclosed properties 
realized on sale, taking the total of all trans- 
actions, a substantial profit. 


Seeking Aid from Government 
There is a growing tendency throughout 
the world, everywhere, to look to the govern- 
ment for aid in every emergency. In Eng- 
land, the working people expect the govern- 
ment to furnish them with jobs and, if that 





TRUST COMPANIES 


Toronto 


Montreal 


l development. 
Ottawa 


Windsor 


ANADA’S Oldest Trust Company com- 
pletes in 1931 fifty years of progress and 


Our resources, our experience and our 
Dominion-wide organization enable us to serve 


the best interests of our patrons in all trust 
capacities. 


Winnipeg 


| 


Regina 


Saskatoon 


UL NAL C, 


General Manager. 


mm THE TORONTO 
GENERAL TRUSTS 


Assets 


Under Administration over 


CORPORATION 


$220,000,000 





is not done, they expect the government to 
provide them with a living. This tendency 
is growing to a serious extent in this country. 
It is being said that because the government 
has subsidized shipping and given aid to the 
agricultural situation through the use of 
funds for the purchase of wheat and cotton, 
it is just as reasonable to use government 
money to release frozen assets in banks, to 
provide the means to release capital locked 
up in mortgage investments. If this means 
anything, it means that the government 
should make good the mistakes made and 
the losses incurred in making bad invest- 
ments, that the government should bear the 
burden of the individual’s bad judgment. 
Furthermore, no government aid is needed to 
supply funds for first mortgages which are 
suitable for trust investments, or even in 
disposing of such investments which are ade- 
quately secured. It is quite true that capital 
is seeking good investment and there is a 
plethora rather than a lack of money for 
investment in ‘the class of security character- 
ized as trust investments. I am not referring 
now to the problem of financial aid to home 
building or home ownership; nor financing 
any building operations for which there is 
existing need. 


DIVIDEND RECORD OF HIBERNIA BANK 
& TRUST COMPANY 

There are not many banks or trust com- 
panies which can match the record of unin- 
terrupted dividend payments to stockholders 
which has been maintained by the Hibernia 
Bank & Trust Company of New Orleans. 
For fifty-seven years this institution has dis- 
tributed dividend checks with unfailing regu- 
larity and it is interesting to note that for 
many years has also paid additional com- 
pensation to employees in connection with 
its generous plans of sharing earnings with 
the workers. The dividend for the third 
quarter recently declared by the directors was 
obtained out of earnings for the same period. 

The recent annual election of officers of 
the Hibernia Bank Club, composed of the 
staff of the bank, resulted in the election of 
Wm. H. Keck, of the credit department, as 
president for the ensuing year. 


The Union Trust Company of Pittsburgh is 
named as an executor in the will of the late 
Mrs. Henry Clay Frick, leaving an estate of 
about $6,000,000, the bulk of which consists 
of a $5,000,000 trust fund left to Mrs. Frick 
by her husband and which is to be distrib- 
uted in equal shares to two children. 
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THE TRUST INSTITUTION AS A NATIONAL ASSET 


GILBERT T. STEPHENSON 
Retiring President, Trust Division, A. B. A. 


(Epiror’s NOTE: 


In his address as retiring president of the Trust Company Division 


of the American Bankers Association, at the recent annual meeting in Atlantic City, Mr. 


Stephenson appraised trust institutions from the viewpoint of national assets. 


He con- 


trasted the growth of trust service in this country with conditions in other countries, 


notably in France, as regards the handling of estates and trusts. 


Mr, Gilbert also called 


upon trust men to take up the challenge and vindicate the claims of trust institutions as 
offering superior facilities and protection than available from individual trustees.) 


HAVE lately returned from a study of 

the fiduciary laws and _ practices of 

France, and it has given me a new appre- 
ciation of our trust institutions as a national 
asset. In saying so I do not mean in the 
least to discount the French method. France 
and the United States are simply operating 
under different systems of law and practice. 

In France there are no native trust in- 
stitutions—none at all, except American and 
English banks and trust companies that 
maintain offices in France mainly to deal 
with Franco-American and Anglo-French es- 
tates. The trust is wholly unused and prac- 
tically unknown even to the French bench 
and bar. A large proportion of the people, 
especially those with children, die intestate. 
Nearly all of the wills are holographic, even 
though it is admitted by Frenchmen that 
this is the most dangerous form of will in 
the world. In comparatively few of the wills 
is an executor named. When one is named, 
his duties are ministerial, and his position 
subordinate. In intestate estates the office 
of administrator is unknown. The heirs 
wind up and distribute the estate. Probate 
practice, as we understand it does not exist. 
Estates, in which none of the heirs is a minor 
or incompetent or alien, are frequently 
settled without any accounting to or through 
the court. In a word, trust business in the 
American sense does not exist in France. 


Signs of Trust Concessions in France 
It is interesting, however, to note that 
there are signs of a growing trust conscious- 
ness in France even. A former American life 
underwriter, who used to write insurance in 
California but who is now a resident of Paris 
and a representative of one of the leading 


French life insurance companies, is under- 
taking to introduce the life insurance trust 
into that country. He is encountering both ° 
practical and legal difficulties — practical 
difficulties due to the unfamiliarity of the 
French banks with trusts and legal diffi- 
culties due to restrictive legislation affect- 
ing life insurance companies. But the fact 
that this life underwriter is working on the 
subject with the approval of his company 
and that at least one of the French banks is 
considering the matter I regard as significant. 
Who knows but that this may be the means 
of introducing trusts to France! 


Pierre Lepaulle, a graduate of the Har- 
vard Law School and at one time a lecturer 
there, but now a practicing lawyer in Paris 
and a leading European authority on trusts, 
is publishing this fall in French, which I 
hope will soon be translated into English, a 
600-page book on trusts which will be the 
result of seven years of intensive study of 
trusts in both France and America. This 
will, no doubt, be a distinct contribution to 
the subject in that it will be the first general 
treatise on trusts from a civil law point of 
view. Mr. Lepaulle’s advocacy of the trust is 
positive and, in fact, pronounced. He con- 
cludes an article in the Yale Law Journal 
with these words: “It is a great asset in a 
legal system to have an adaptable device at 
the crossroads of all legal institutions, and 
one which fulfills many social functions :at 
the same time. It is the writer’s hope that 
Anglo-Saxon jurists will assist their civilian 
brethren in reviving and developing the’ long 
forgotten fiducia.” The fiducia is the civil 
law substitute for the trust, once used but 
long since fallen into disuse in France. It 
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is still in active use in the Province of Que- 
bec. 

Impressed by the disadvantages under 
which a country that does not have trust in- 
stitutions must labor, I have concluded that 
there are four respects, at least, in which 
any conservative appraisal of our trust in- 
stitutions would give them high rank amoung 
our national assets. 


Invaluable Services Rendered by Trust Men 

Our trust institutions have given to 
America a new profession—that of the trust 
man. With over 4,000 trust institutions, we 
may figure that we have at least that many 
men, including an ever increasing number of 
women, who are actively engaged in the pro- 
fession of trust men. Besides these 4,000 
trust men, who serve in executive capacities 
and come into contact with the public, there 
are thousands more engaged in the adminis- 
trative and operative activities of trust de- 
partments many of whom are trust men in 
the making. 

What an asset it must be to our nation 
to have 4,000 trust men whose main business 
is to counsel and direct and conduct the 
settlement of estates and the administration 
of trusts! What an advantage it must be 
to any community to have within its bord- 
ers one or more trained and experienced 


trust men who are devoting their lives to 


advising with men and women about the 
arrangement of their affairs through wills 
and trusts, helping widows and children with 
their personal and financial problems, in- 
vesting and administering estates so that 
they may serve the purposes for which they 
are created! Multiply by 4,000 the good 
that a single capable and conscientious trust 
man may do in a community in the course of 
his lifetime, and you have some conception 
of the national asset that our trust institu- 
tions supply through their trust men. 

The trust man is indigenous to common 
law countries—to the United States, Eng- 
land, and the English Dominions. The 
French substitute for the trust man is the 
notary who is an honored and respected pub- 
lic officer, carefully selected, well trained 
and especially commissioned by the Presi- 
dent of the Republic. The notary is at a 
disadvantage, however, compared with the 
trust man, in that there are no trusts for 
him to administer, he has other duties than 
those connected with estates and in connec- 
tion with estates his functions are frequently 
advisory rather than administrative and, be- 
sides, he acts as an individual and not as 
a representative of a responsible financial 
institution. Even with these disadvantages, 
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the office of the French notary is well worth 
the study and, in some instances, the emu- 
lation of the American trust man. 


Spreading the Gospel of Trust Service 

Our trust institutions are educating the 
American people in the making of wills and 
trusts that are socially good as well as 
legally sound. The new business depart- 
ments of our banks and trust companies de- 
serve to be regarded not only or even prin- 
cipally as departments for securing new 
trust business but, from the point of view of 
the public, as the most effective means of 
reaching, arousing and inducing the Ameri- 
can people to consider seriously and to take 
positive steps to achieve the ultimate pur- 
poses for which they are creating estates. 
Already hundreds of thousands of American 
widows and children have cause tv be grate- 
ful to trust institutions for the advertise- 
ments and solicitations that influence their 
husbands and fathers to make wills and to 
create trusts under which the estates of 
these widows and children are now being 
protected and administered. 

The advertisement and solicitation of trust 
business are wholly unknown in France and, 
until recently, unused in England. Within 
two years’ time I have noticed a change of 
attitude in England. One of the Big Five 
banks, through its executor and trustee com- 
pany, now offers special inducements to its 
branch office managers actively to solicit 
trust business. Only a few weeks ago, while 
waiting for a conference with the head of 
the trustee department of one of the largest 
trust corporations in London, I found on the 
table in his reception room, a pamphlet on 
life insurance trusts on the first page of 
which I read: “The Corporation is prepared 
to accept the trusteeship of **** policies 
****** ond to administer the policy moneys 
in accordance with the terms of the deed 
constituting the trust. The Corporation’s 
long experience of corporate trustee work, 
coupled with its intimate association with 
life insurance of more than two centuries, 
places it in a preeminent position among 
corporate trustees in the administration of 
such trusts.’ No American bank or trust 
company ever recommended itself more 
highly than that. 

Our trust institutions have an obligation 
to the public to advertise, to solicit and by 
all other appropriate methods to promote 
trust business. The tremendous sums that 
they are spending on promotional work are, 
from the standpoint of the public, an invest- 
ment for the protection of the widows and 
children of our land. 
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Financial and Fiduciary Protection 

Our trust institutions offer American es- 
tates the safeguards and protections of 
business corporations of vast resources—fi- 
nancial and moral. The financial protection 
lies, of course, in the fact that the faithful 
performance of every obligation of a trust 
institution is assured to the extent of its 
capital and surplus. Numerous checks and 
balances imposed upon trust institutions still 
further assure both fidelity and good serv- 
ice. The management of the trust depart- 
ment is answerable to the management. of 
the bank or trust company. The manage- 
ment of the bank or trust company is answer- 
able to the board of directors. The directors 
are answerable to the stockholders. They 
all are answerable to the public through the 
eourts. The trust department, the same as 
the banking department, is under the super- 
vision of government authorities—state or 
federal and usually both. The fact that 
the failure of banks with trust departments 
does not imperil the trusts is evidence of the 
financial protection that characterizes es- 
tates committed to trust institutions. 

Even more influential than the financial 
protection is the moral. Trust business sub- 
sists upon the patronage of the people. The 
profession of the trust man and the business 
of the trust institution depend upon the 
good will of the public. Trust institutions 
must, therefore, at all hazards, render ac- 
ceptable service or else sooner or later go 
out of business. They must, furthermore, 
retain in their service trust men in whom 
the people have confidence and with whom 
they like to deal. Here, in my judgment, 
lies a form of protection to estates committed 
to trust institutions that outweighs any lia- 
bility that would be enforceable in any court 
of law or equity. 


Raising the Standards of Trust Administration 
Our trust institutions are a national asset 


that is constantly growing in value because 
they are still on the upgrade in the quality 
as well as the quantity of their service. 
There has been a tendency lately to raise the 
standard of conduct of trustees—first, of 
trustees in general and then of trust com- 
panies and banks as trustees. 


For nearly 100 years the accepted standard 
of care of a trustee to invest, first enunciated 
in 1831 by the Supreme Court of Massachu- 
setts in the Harvard College vs. Amory case, 
was that of a man of prudence, discretion 
and intelligence in the management of his 
own affairs. But in 1920 the Supreme Court 
of Michigan went a step further and said 
that the standard of care is higher than that 
of a man of prudence, discretion and intelli- 
gence in the management of his own affairs, 
that it is the standard of an ordinary pru- 
dent man in the management of the property 
of others. “He must at all times,” the 
latter court said, “remember that he is 
handling a trust fund, the care of which has 
been entrusted to him in reliance on his in- 
tegrity, fidelity and sound business judgment.” 
I venture to predict that the Michigan rule 
will eventually supersede the Massachusetts 
rule and that corporate trustees will be held 
to a higher standard of care in the manage- 
ment of trust estates than in the manage- 
ment of private estates. 


There is also a disposition to hold trust 
institutions to a higher standard than in- 
dividual trustees. Professor Austin Scott 
of Harvard called this to our attention at 
the last Mid-Winter Trust Conference. It 
may be recalled that he quoted a decision 
of a New York Surrogate to the effect that 
“in trust relations these days, when trust 
companies have entered the business, much 
more is expected from a corporate trustee 
than from the old-fashioned individual ex- 
ecutor or trustee.” “It seems not unlikely,” 
said Professor Scott, “that the courts will 
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require of a corporate trustee which has 
held itself out as having greater skill than 
that of a man of ordinary prudence the 
standard of skill which it represents that it 
has.” 

The reasoning is that our trust institutions 
have held themselves out as possessing su- 
perior qualifications over individuals for 
rendering trust service and have solicited 
trust business on this score and that it is 
only fair that they should be held to the 
standard of excellence that they claim for 
themselves. 

Even though these suggestions about hold- 
ing trust institutions to a higher standard 
than individual trustees were in some in- 
stances made in a spirit of challenge, pray 
let us accept them all in a spirit of sports- 
manship. Our trust institutions do hold 
themselves out as having superior qualifica- 
tions for settling estates, administering 
trusts, and performing agencies. They have 
especially equipped themselves for the con- 
stant supervision and periodic review and 
analysis of their trust investments. They 
are willing to be judged by the results of 
their administration. That they are re- 


garded as having made good such claims is 
shown by the rate at which trust business is 
being committed to them year after year. 


C. Antson ScuLziy 


Vice president, Bank of Manhattan Trust Compsny of 
New York 
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MUTUAL SAVINGS BANK STATISTICS 
Statistics have been compiled which show 
what proportion of total deposits in all banks 
of the United States is held by mutual sav- 
ings banks, and it is interesting to note that 
in some of the mutual savings bank states 
over 50 per cent of such deposits are held 
by these institutions. In New Hampshire 
65.18 per cent of all bank deposits are en- 
trusted to mutual institutions. In two of the 
wealthiest states of the Union, Connecticut 
and Massachusetts, the percentage of total 
bank deposits is impressive evidence of the 
position held by mutual institutions. Con- 
necticut has $635,282,616, or 55.37 per cent; 
and Massachusetts, $2,166,269,831, or 55.30 
per cent of deposits in mutual institutions. 
Other high percentages are: Vermont, 41.56 
per cent; Rhode Island, 35.16 per cent; New 


York, 34.60 per cent; Maine, 29.37 per cent, 


Or wo 


and Maryland, 27.72 per cent. 


California and Alabama have adopted the 
“Uniform Stock Transfer Law,” modified con- 
siderably, however, in the case of California. 

Signatures of designated officers on stock 
certificates issued by corporations organized 
under the laws of Missouri, if signed by a 
transfer agent or transfer clerk and by a 
registrar, may now be in facsimile. 


ROLAND E. CLARK 


Vice-president, Fidelity Trust Company of Portland, 
Maine, and member Executive Committee, Trust Division, 
A.B. A 





FIFTY-SEVENTH ANNUAL CONVENTION 
OF THE 


American Bankers Association 


HELD AT ATLANTIC CITY, OCTOBER 5TH TO 8TH, 1931 


Officers elected for ensuing year: 

President: Harry J. Haas, vice-president 
First National Bank, Philadelphia. 

First Vice-president: Francis 
vice-president, Guaranty Trust 
New York. 

Second Vice-president: Francis Marion Law, 
president First National Bank, Houston, Texas. 

Treasurer: P. D. Houston, chairman Amer- 
ican National Eank, Nashville, Tenn. 

1932 Convention City: Los Angeles. 


H. Sisson, 
Company, 


HE heavy burdens carried by bankers 
in their home communities and the 
general expectancy of impending im- 
portant action by President Hoover to relieve 
the unreasoning pressure upon banks in 
many localities, doubtless explained the com- 
paratively scant attendance at the recent 
annual convention of the American Bankers 
Association in Atlantic City. For obvious 


H. J. Haas 


reasons there was a noticeable absence of 
delegates from eastern cities. The hysteria 
to hoard and of withdrawal of deposits, 
while affecting only local spots here and 
there, prompts the average banker to stick 
close to his job, if not because of concern 
for his own institution, to be ready to ex- 
tend a helping hand wherever necessary. 
The general feeling which prevailed among 
the bankers at the Atlantic City convention 
was one of conviction that banking as well 
as general business conditions are at a stage 
when the only true solution is that of restor- 
ing public confidence. That was also the 
keynote of discussions and of such actions 
as were taken. With commendable promp- 
titude the convention passed a_ resolution 
pledging the approval and support of the 


RoME C. STEPHENSON 
Who presided at the American Bankers Association Con- 


Vice-president First National Bank of Philadelphia, and 


elected President of the American Bankers Association vention as retiring President 
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association in behalf of the Hoover plan for 
a national bank credit pool of at least 
$500,000,000 to provide liquidity for banks 
called upon to meet heavy withdrawals. To 
Francis H. Sisson, the newly elected first 
vice-president of the association, was as- 
signed the privilege of reading President 
Hoover’s statement and to impress upon 
the delegates that “though the clouds are 
heavy and dark we can still thank God that 
the Government at Washington lives.” 


Opening Session of the Convention 

There were three outstanding features 
during the opening session of the convention 
which was presided over by the retiring 
president of the association, tome C. 
Stephenson. One was the fervent expression 
of faith in the ability of American bankers 
to emerge from existing conditions with 
greater strength than ever, voiced by Presi- 
dent Stephenson and which acquired unusual 
significance from the fact that no banker 
has had such opportunity to familiarize him- 
self with actual conditions throughout the 
length and breadth of the land owing to his 
diligence in attending gatherings of bank- 
ers in his official capacity during the past 
12 months. The second feature of the ses- 
sion was the presentation of the report of 
the Economic Policy Commission by Chair- 
man R. S. Hecht, president of the Hibernia 
Bank & Trust Company of New Orleans, 
which revealed banking developments and 
suspensions in their true proportions and as 
contrasted with the fact that nearly 99 per 
cent of the nation’s deposits were unaffected 
by banking fatalities. The third major event 
of the session was the heartening advice from 
Vice-president Richard H. Grant of the Gen- 
eral Motors Corporation that this great or- 
ganization was preparing for substantially 
larger sales during 1932. 


President Stephenson’s Annual Address 
“Tt has been a year of drama and soul- 


testing days and nights for the banker from 
one end of the country to another,” said 
President Rome C. Stephenson in his annual 
address. “For into the banks have flowed 
the products and final results of all the busi- 
ness troubles and mistakes from inflated 
hopes and deflated ambitions, from specu- 
lative adventures and from the more sober 
business enterprises of all classes of our 
citizens and all kinds of industrial and com- 
mercial endeavors. Into the banks has flowed 
the sum total of these economic troubles 
and it is there in many cases that the final 
reckoning had to be met, even though the 
banker was little responsible for original 
causes. 

“Looking toward the longer future, I am 
convinced that the most constructive action 
that can be taken toward bringing about 
greater stability in our business life is the 
development of a more balanced attitude in 
the minds of all of our people in regard to 
the right relationship between saving and 
spending. The time to really save is during 
a period of steady earnings and high prices, 
and the real time to spend is during a period 
of stagnant trade and low prices. There is 
more practical workable economics in the 
sentence: Save during prosperity so as to be 
able to spend during depression, than in a 
whole library full of charts and tables and 
books on political economy.” 


Report of Economic Policy Commission on 
Banking Stability 

The president next called upon R. S. Hecht 
to present the report of the Economic Policy 
Commission as its chairman. In dealing with 
the exaggeration attending the closing of 
banks and the stability of the banking struc- 
ture as a whole, the report set forth: 

“In discussing banks suspensions it should 
be emphasized that only a relatively small 
ratio of the deposits involved constitute an 
ultimate loss to depositors. Within a brief 
period following closing many banks have 
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been reopened, while in the cases of those 
banks remaining permanently closed not in- 
frequently the depositors are paid in full. 
In the majority of instances the payments are 
very substantial by the time liquidation is 
completed. 

“The figures of closings are but one as- 
pect of the picture. They are necessarily 
the conspicuous and sensational aspect. It 
is news if one bank in a community closes. 
It is not news that over 22,000 banks all over 
the country remain open and go on quietly 
and efficiently serving their communities, 
helping tide many business enterprises over 
their difficulties, helping many concerns to 
earn money, helping create the economic ac- 
tivities that mean payrolls and spending 
power in their zones of influence, and faith- 
fully keeping guard over the working capi- 
tal and savings funds of their depositors. 

“Yet, this part of the picture is necessary 
also to a true perspective of the banking 
situation. How large a part the banks that 
did not fail played in the situation is shown 
by the following facts: On January 1, 1931, 
there were 22,769 banks reported in opera- 
tion with deposits of all kinds of approxi- 
mately $57,000,000,000. It is against this 
great background that the bank suspensions 


of the first eight months of the year must be 
considered in order to put the bank failure 
situation in its true perspective. The facts 
are that, while about 4 per cent of the banks 
as to humbers, were permanently or tem- 
porarily closed in the first eight months of 
the year, some 96 per cent were not involved, 
and furthermore that only 1.2 per cent of 
the deposits were tied up, which means that 
almost 99 per cent were not affected.” 

Following the report of the Economic 
Policy Commission, the convention approved 
a number of amendments to the Consti- 
tution recommended by the Executive Coun- 
cil, including provisions for abbreviation of 
the titles of the various divisions on func- 
tional lines instead of various classes of 
banks and in the interest of greater effi- 
ciency in conducting the affairs of the as- 
sociation. 

The concluding speaker at the session was 
Richard H. Grant, vice-president of the Gen- 
eral Motors Corporation, who discussed 
“Business Management in Retail Activities.” 
He traced the methods of that organization 
in giving financial aid to retailers and closed 
with the general appeal: “Let the manu- 
facturers of the country and the bankers of 
the country join hands in lending to retail- 
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ers all the solidity and all the strength that 
we can help them through their own initia- 
tive.” 


Second Session of the Convention 

It was on the morning of the second ses- 
sion of the convention that the newspapers 
carried the announcement and statement of 
President Hoover proposing the mobiliza- 
tion of banking resources and the formation 
of a national bank credit pool of half a bil- 
lion dollars. Action by the association was 
looked for and was duly taken later in the 
session. 

Before entering upon the schedule pro- 
ceedings, President Stephenson called upon 
the delegates to rise and remain standing a 
few moments in silent tribute to the memory 
of the late Senator Dwight W. Morrow. He 
then introduced Harry L. Russell, chair- 
man of the advisory council of the Agri- 
cultural Commission of the association who 
spoke to the theme of “Give Us This Day 
Our Daily Bread.” 


“Give Us This Day Our Daily Bread’’ 

“Coming out of the west as I do,” said 
Dean Russell, “where the sun rises every 
day, I find myself precipitated into an at- 
mosphere here in the east with which I am 
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not sufficiently familiar. The farther east 
you go, the bluer it gets, and I am wonder- 
ing whether the ultramarine of the Atlantic 
can exceed that which we have seen here in 
Atlantic City.” 

Dean Russell presented a striking picture 
of the agricultural situation in its domestic 
and international aspects, especially as re- 
lates to wheat production, the effect of ma- 
chine improvements, the barriers of trade 
due to nationalism, tariffs and the inter- 
position of government action which often 
postpones economic readjustments. He con- 
cluded : 

“So when we offer our humble prayer— 
Give Us This Day Our Daily Bread, let us 
help the Lord that He does not give us too 
much. A few years from now we will have 
forgotten our present misery. Our cart will 
be out of the Slough of Despond, and let us 
hope, back again on the concrete.” 

A contribution not scheduled on the pro- 
gram was the appearance of Chairman 
James O. Stone of the Federal Farm Board, 
who made a vigorous defense of the policies 
of the board and the agricultural market- 
ing act. 

Francis H. Sisson was next called to the 
platform to read the statement made public 
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that morning by President Hoover calling 
for a national bank credit pool. A _ resolu- 
tion was adopted to pledge the association 
to aid the Hoover plan, which was referred 
to the resolutions committee and _ subse- 
quently ratified by the convention. 


Resolutions Urge Extension of Debt 
Moratorium 

Following the adoption of the report of 
the nominating committee which was _ pre- 
sented by the chairman, Col. W. G. Edens, 
vice-president of the Central Republic Bank 
& Trust Company of Chicago, the delegates 
heard the report of the committee on resolu- 
tion, which surveyed general conditions and 
expressed faith in American credit and bank- 
ing as follows: 

“American credit is still the strongest in 
the world, and American money is every- 
where recognized as the soundest in the 
world. We hold a large part of the world’s 
monetary gold and it is fundamentally true 
that where the gold is there the strength 
lies. The large resources of our Federal Re- 
serve banks have been scarcely touched and 
are available to supply hundreds of millions 
of credit or currency. In spite of the storm, 
which has affected every nation in the world, 
we have approximately 22,000 banks in the 
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United States which are still upholding the 
high tradition of sound banking—faithfully 
serving their patrons and meriting the con- 
fidence and good-will of the public.” 

The resolutions urged an extension of the 
international debt moratorium which expires 
July 1, 19382, leaving uncertainty as to the 
ability of the nations to resume the pay- 
ment of their obligations and imposing a 
serious obstacle to the recovery of normal 
trade and commerce. Unemployment relief 
work by bankers was also urged and oppo- 
sition was registered to the introduction of 
any dole system. 


Third and Closing Session 

Ogden L. Mills was scheduled as the stel- 
lar feature of the closing session of the con- 
vention. Although there was disappoint- 
ment when President Stephenson announced 
that Mr. Mills was unavoidably absent be- 
cause of official duties, the administration 
officials were fortunate in securing Fred I. 
Kent, former vice-president and a director 
of the Bankers Trust Company of New York 
and chairman of the Commerce and Marine 
Commission, as “pinch-hitter.” Mr. Kent 
presented an admirable survey of inter- 
national economic and monetary develop- 
ments, giving a graphic picture of the im- 
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portant developments since the close of the 
world war and up to the present time. One 
of his statements which called forth ap- 
plause was: “Political pull is a vicious and 
terrible thing and one of the things advo- 
cated by the Commerce and Marine Commis- 
sion, was that the world’s greatest need now 
is a moratorium on politics.” 


Mr. Kent explained the significance of the 
British action on the suspension of gold pay- 
ments and the recent movements in gold. 
He attributed Britain’s difficulties as mainly 
due to the burdens of the dole and crush- 
ing taxation. He also alluded to the growing 
burdens of taxation in this country. 

The convention came to a close with the 
formal installation of new officers and the 
presentation of a handsome silver set to the 
retiring president, Rome C. Stephenson, 
which was made with graceful words by 
Craig G. Hazlewood, vice-president of the 
First National Bank of Chicago. 


On October 1st George M. Reynolds, chair- 
man of the executive committee of the Conti- 
nental Illinois Bank & Trust Company of 
Chicago, completed fifty-one years in the 
banking business. 





Won. G. EDENS 
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Chicago, and Chairman of the Public Relations Committee 
of the American Bankers Association 
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FRANCIS H. SISSON ELECTED FIRST VICE- 
PRESIDENT A. B. A. 

The elevation of Francis H. Sisson, vice- 
president of the Guaranty Trust Company of 
New York to the office of first vice-president 
of the American Bankers Association, comes 
as a deserved tribute to his constructive ac- 
tivities in behalf of banking and trust com- 
pany interests, especially as regards public 
relations. He organized, and for five years, 
was chairman of the Public Relations Com- 
mission of the A. B. A. As a trust man he 
has been honored with the presidency of the 
Trust Company Division, A. B. A., and has 
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been foremost in the educational program of 
that division. 

Mr. Sisson was born in Galesburg, IIl., in 
1871 and is a graduate of Knox College, 
which has conferred upon him the honorary 
degree of LL.D. He also received the degree 
of A. B. from Harvard for post-graduate 
work. In his early career, he was promin- | 
ent in newspaper work in Illinois and also — 
had an extensive experience in advertising 
and magazine activities. 

The newly elected second vice-president of 
the American Bankers Association, Francis 
Marion Law, is president of the First 
National Bank of Houston, Texas, and has 
been active in A. B. A. work as member of 
the Executive Council, the administrative 
committee and the National Bank Division. 
He is a native of Texas, and his banking ac- 
tivities have been mostly in that state. 


EXCHANGE BANKING GROUP OF 
TULSA, OKLAHOMA 
The Exchange National Bank and the 


affiliated Exchange Trust Company of Tulsa, 
Oklahoma, report combined deposits of $43,- 
712,553 as of September 29th. Resources of 
the Exchange National amount to $48,235,- 
990, including cash and sight exchange, U. S. 
securities and other listed bonds and securi- 
ties of $17,012,412; loans and discounts $24,- 
817,481. Capital is $3,000,000; surplus $1,- 
500,000; undivided profits $992,653 and re- 
serves of $302,642. 

The Exchange Trust Company reports $32,- 
296,573 assets held in trust and other ca- 
pacities with resources of $5,175,536; capi- 
tal $1,000,000; surplus and undivided profits 
$558,498 and reserves of $44,955. 


The Kings County Trust Company of 
Brooklyn, N. Y., is named as executor in the 
will of the late William H. Reynolds, former 
state senator and founder of the Long Beach, 
Long Island real estate development, leaving 
an estate valued at over $10,000,000. 





TRUST COMPANIES 


In Western Washington 


—you are assured of cordial cooperation in the conduct of any agency 
matter, as evidenced by the sound and steady growth of this institution 
during more than forty-five years of comprehensive banking service. 


TRUST DEPARTMENT 


Ghe National Bank of Caroma 


ESTABLISHED 


1885 





FUTURE OF NATIONAL BANKING DISCUSSED AT NATIONAL BANK 
DIVISION MEETING 


Officers elected for ensuing year: 

President: W. Walter Wilson, 
First National Bank, Milton, Pa. 

Vice-president: J. R. Cain, Jr. vice-presi- 
dent Omaha National Bank. 

Discussions at the annual meeting of the 
National Bank Division of the American 
Bankers Association centered largely upon 


president 


grave questions concerning the future of the 
national banking system and the restoration 
of banking practice to safe and sound stand- 


ards. The meeting was presided over by 
fdmund §S. Wolfe, president of the First 
National Bank & Trust Company of Bridge- 
port, Conn., who devoted his annual address 
largely to a survey of banking developments 
during the past year and with more par- 
ticular reference to the steps that are nec- 
essary to assure the normal growth of na- 
tional banks, free from statutory restraints 
and unbalanced competition from state char- 
tered banks, He spoke of the constructive 
work of the Division and submitted recom- 
mendations as a result of research which are 
aimed to the strengthening of the charter 
powers of national banks. 

The first speaker was Guy P. Miller of 
Searle Miller & Company of New York, 
whose subject was “Involuntary Partner- 
ships Through Loans.” He said that bank- 
ers must study more closely the business of 
their borrowers and declared that national 
banks alone are charging off annually an 
average of more than $100,000,000, or ap- 
proximately ten per cent of the interest re- 
ceived on loans and discounts. He cited in- 
stances of banks becoming involuntary part- 
ners in businesses through secured loans, be- 
cause thorough investigations had not been 
made of such businesses before loans were 
made. 


The outstanding address of the meeting 
was that delivered by Eugene M. Stevens, 
chairman of the Federal Reserve Bank of 
Chicago, who emphasized the great need of 
commercial banking returning to its proper 
functions of accommodating the flow of com- 
modities and trade instead of tying up loan- 
able funds in capital financing. He at- 
tributed a majority of banking failures to 
real estate financing. 


EpMUND S. WOLFE 


President of the First National Bank and Trust Company 

of Bridgeport, Conn., who presided as retiring President 

at the annual meeting . yy National Bank Division, 
+ B® 
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Capital $3,400,000 — 


In the ‘Nation’s Capital 


The American Security and Trust Company of 
Washington, D. C. is prepared through adequate 
facilities to offer a complete banking and trust 
service to individuals, firms and corporations. 


Surplus $3,400,000 
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DEFENSE OF DUAL BANKING SYSTEM AT ANNUAL MEETING OF 


STATE BANK DIVISION, 


Officers elected for ensuing year: 

President: Felix M. McWhirter, president 
Peoples State Bank, Indianapolis. 

Vice-president: L. A. Andrew, president 
Citizens Savings Bank, Ottumwa, lowa. 

A vigorous defense of the present dual 
banking system and criticism of legislative 
efforts to force state banking institutions 
into a single system under Federal control, 
was made at the annual meeting of the State 
Bank Division, A, B. A., in the course of the 
annual address of the retiring president, M. 
Plin Beebe, president of the Bank of Ipswich, 
South Dakota. 


He declared that the dual plan has worked 
out satisfactorily, and as an economic ne- 
cessity has proved its value. He said there 
is a definite place for both types of banking 
and expressed the belief that the states 
would continue to direct their various sys- 
tems despite arguments of advocates of a 
single uniform system under Federal super- 
vision. 

Noting that the state banks hold sixty per 


A. B. A. 


cent of the banking resources of the United 
States, Mr. Beebe questioned the soundness 
of the arguments of the advocates of a single 
system. Comptroller of the Currency Pole, 
the official spokesman of the national sys- 
tem, had offered two reasons why that sys- 
tem should be supreme, he said. The first 
was that the commerce of the United States, 
being largely interstate, to be financed in an 
orderly manner, must have a uniform sys- 
tem of banking under Federal supervision. 
While to the casual observer this argument 
appears sound, said Mr. Beebe, a study of 
history disproves its necessity. He declared 
that the very fact that we have no such uni- 
formity may be one of the great contribut- 
ing factors to the rapid rise in our commer- 
cial structure. Had one central authority 
dictated the financial policies of our country 
since the enactment of the National Bank 
act in 1863, the history of a greater portion 
of the United States might now be written 
in a far more contracted form, he declared. 

Of the second reason advanced for the 
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supremacy of the national system, that the 
Federal Government cannot rely upon the 
voluntary cooperation of state banks and 
trust companies for the execution of a na- 
tional policy, Mr, Beebe said that no such im- 
putation could be left on the doorstep of state 
chartered institutions as a class during the 
late war. He declared that they “went the 
limit.” He asserted that, when our financial 
resources were under such great stress, state 
chartered institutions with few minor ex- 
ceptions met their full share of their re- 
sponsibilities, as interpreted, not by the sev- 
eral states, but by the Federal Reserve Sys- 
tem. 

The first speaker on the program was Fred 
W. Ellsworth, vice-president of the Hibernia 
Bank & Trust Company of New Orleans 
whose paper was replete with timely and 
constructive suggestions, many of them 
gleaned by surveys conducted during the 
past year by the Bank Management Com- 
mission of the American Bankers Associa- 


tion of which Mr. Ellsworth is chairman. 
The next speaker was Fred W. Brady, vice- 
president of the Commerce Trust Company 
of Kansas City, Mo., who presented a valu- 
able formula for the installation and opera- 
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tion of “Measured Service Charges.” He said 
in part: 

“Our major problem is buying funds at a 
fair price and selling them at a reasonable 
profit. We must find some uccurate way of 
fixing a cost price on our deposit funds, and 
the expense in getting returns from the em- 
ployment of these funds. We must refine 
this evaluation to a point where it can be 
applied to any one depositor—keeping in 
mind always that a customer whose account 
has been a profitable one has a right to ex- 
pect that the bank require every other ac- 
count to be likewise profitable, so that the 
stability of the bank may be maintained 
and that the bank may always be a safe 
place in which to transact business and an 
institution that will lend money to a profit- 
able customer at rates not tempered by the 
delinquency of other customers whose ac- 
counts are unprofitable.” 

“Man Power in Banking Institutions” was 
the subject of another address prepared by 
Allard Smith, executive vice-president of the 
Union Trust Company of Cleveland. His 
presentation was based on a questionnaire 
sent to representative banks throughout the 
country. Out of the banks reporting, a half 
replied that they had separate departments 
to take care of personnel relations. Mr. 
Smith said that the coordination of em- 
ployees into a smoothly functioning personnel 
staff is an essential qualification for success- 
ful bank operation. Reviewing the answers 
to the questionnaire, Mr. Smith said that half 
of the banks reporting made no attempt at 
job analysis; that among the banks which 
have attempted job analysis, there is little 
uniformity with respect to its application 
to salary levels and salary increases; and 
that in over half the reporting banks, salary 
adjustments are complicated by a bonus sys- 
tem. 

Following 
installation of 
came to a close. 


the adoption of resolutions and 
new officers, the meeting 





COMMERCE TRUST COMPANY OF 
KANSAS CITY 


The stability and growth of the Commerce 
Trust Company of Kansas City, Mo., is em- 
phasized in the September 29th, financial 
statement which shows total resources of 
$97,796,598 with cash and due from banks, 
U. S. Government securities and demand 
loans amounting to $43,632,963; other bonds 
and securities, $20,598,135; loans and dis- 
counts, $29,772,443. Deposits total $87,924.- 
025. Capital is $6,000,000; surplus, $2,000,- 
000 and undivided profits, $1,446,360. 





TRUST COMPANIES 


The New Jersey Title Guarantee & Trust Co. 


JERSEY CITY, N. J. 


Complete Banking, Title and Trust Service 








MORAL VALUES OF THRIFT DISCUSSED AT SAVINGS BANK 
DIVISION, A. B. A. 


Officers elected for ensuing year: 
President: 
Washington 
Washington. 


vice-president 


Bank, Seattle, 


Jay Morrison, 
Mutual Savings 


Vice-president, Gilbert L. Daane, president 
Grand Rapids Savings Bank, Grand Rapids, 
Mich. 

The keynote at the annual meeting of the 
Savings Bank Division of the American 
Bankers Association was given accent by 
A. C. Robinson, the retiring president and 
president of the Peoples-Pittsburgh Trust 
Company. He imparted to the usually pro- 
saic subject of thrift, a new and vital inter- 
est, especially as bearing upon economic and 
business conditions today in their bearing 
upon the individual. His subject was “The 
Morality of Thrift,’ and he brought home 
those lessons that deserve to be broadcast 
throughout the nation. 

“The real argument for thrift is not based 
upon pure materialism,” said Mr. Robinson, 
“a moral obligation rests on each individual 
to provide, so far as he is able, for his own 
future, so that he shall not become a charge 
on others when age or infirmity cuts off his 
earning power. A deeper moral obligation, 
arising from the tenderest of human affec- 
tions, rests on the individual to make pro- 
vision for wife and children, the weak, the 
unfortunate and the helpless who may De 
dependent on him. These responsibilities are 
on everyone who can save. Beyond these 
there lies a great obligation, and that is to 
the community as a whole in its varied forms 
of city, state and nation. Just as in time of 
war, the call of patriotism and the duty as a 
citizen transcend the call of domestic affec- 
tion and the duty to wife and children, so 


it is the duty of everyone to create new 
capital through thrift. 

“The word of today and the benefits of 
civilization exist and progress because of 
the capital accumulated by those who have 
gone before. It is only through the accumu- 
lation of capital available for investment 
that our great systems of railroads have 
been constructed, our public utilities have 
been built, our mills and factories, office 
buildings and homes have arisen. Society 
without the benefit of savings in the past 
could not exist in its present form, and with 
the withdrawal of such funds or the perma- 
nent drying up of a continuous stream of 
fresh capital the world would break down 
into barbarism. There is a miserly saving 
for which no argument can be advanced; 
there is a wise and necessary spending to 
which all must assent, but there is an equally 
wise and necessary saving, a saving which 
not only promotes material welfare, progress 
and civilization and permits the develop- 
ment of great altruistic enterprises, but at 
the same time creates in the individual the 
sturdy qualifications of character which come 
from self denial, prudence and _ thrift. 
Thrifty nations have a minimum of crime; 
extravagance breeds poverty by crime.” 

Following the address by Mr. Robinson, 
the chair called upon Henry Bruere, presi- 
dent of the Bowery Savings Bank of New 
York, who spoke on “Savings Banking Gets 
Bigger Jobs,” which served as an appropri- 
ate companion contribution to the words of 
the retiring president. The last speaker on 
the program was Fairman R. Dick of Roose- 
velt & Son, New York, who discussed “The 
Railroad Emergency.” 
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REMINISCENCES OF BANKING AND TRUST 
COMPANY DEVELOPMENT IN DELAWARE 

John S. Rossell, chairman of the board of 
the Security Trust Company of Wilmington, 
Delaware, deals most interestingly and in 
a reminiscent style with banking and trust 
company developments in that city during 
the past forty years, in an article appearing 
in a recent banking number of “Wilmington,” 
the official publication of the Chamber of 
Commerce. Mr. Rossell is the dean among 
the active trust company officials of Wil- 
mington, and his experience and observa- 
tions go back to 1888 when he first came to 
that city and began his banking career. Per- 
haps no man in Wilmington is_ better 
equipped to appraise the progress of bank- 
ing and trust business in Wilmington than 
Mr. Rossell because of his leadership in most 
of the constructive movements, whether of 
civic or legislative character, which have 
raised banking conduct in that city to an 
exceptionally high standard. 

It is not difficult to comprehend the qual- 
ity and stability of banking in Wilmington. 
The visitor who comes from other cities is 
immediately impressed with something of the 
old-time conservatism which persists in man- 
agement and policies. That does not mean 
that banks and trust companies have not 
been alert to adopt the most modern meth- 


JOHN S. ROSSELL 


Chairman of the Board, Security Trust Company, 
Wilmington, Delaware 
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ods. It does mean taat Wilmington bank- 
ing institutions have been modern in all ex- 
cept the adoption of those departures from 
sound banking princ’ .s, the consequences 
of which are so sir igly shown in some 
other centers. 


To Mr. Rossell, the trust company fratern- 
ity owes a distinct debt. It was through 
his timely effcris at Washington that the 
so-called “Wilmington Plan’? was taken into 
consideration by the National Monetary 
Commission and including trust companies in 
its studies and plan of a new banking and 
currency system which eventuated in the 
organization of the Federal Reserve System. 
He also had much to do with the organiza- 
tion and the useful ectivities of the Dela- 
ware Bankers Association of which he is 
a former president. During the World War 
he rendered most valuable services to the 
government in raising Liberty and Victory 
Loan quotas. 

In his reminiscences, Mr. Rossell pictures 
in striking contrast, some of the conditions 
which prevailed in 1888 and as they exist 
today, especially in banking activities and 
methods. He reviews the earlier history of 
Delaware banking and speaks of the doubt 
which attended the pioneer efforts of the 
Security Trust Company of Wilmington to 
blaze the trail of trust service in that city. 
He traces the successive steps in the prog- 
ress of the city, the advent of clearing house 
cooperation, the deeply conscious sense of 
responsibility of the banks and trust com- 
panies which has endured to the present 
time and the first faltering adventure of 
banks into the field of advertising: the or- 
ganization of the state bankers association 
and various constructive '«gislative meas- 
ures including the revisi f the banking 
and trust company statute 

Mr. Rossell has had a long and successful 
association with banking growth in Wil- 
mington, especially in building up the Se- 
curity Trust Company in which he was ad- 
vanced from humble positions to president, 
and which he now serves as chairman of the 
board. 


GUARDIAN TRUST COMPANY OF 
CEVELAND 

The Guardian Trust Company of Cleve- 
land shows an increase in undivided profits 
of nearly one hundred thousand dollars as 
compared with the June 30th return. Re- 
sources total $163,397,984 with deposits of 
$140,066,538. Capital is $7,000,000 and sur- 
plus $9,000,000. 
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As the New York City member of the Marine Midland 
Group of Banks, The Marine Midland Trust Company has 
developed for the benefit of the out of town members of the 
Group complete and highly organized correspondent services. 


These services are equally available to our correspondents 


throughout the country. Your inquiry regarding fiduciary 
represertation in this city is invited. 


The Marine Midland Trust Company 
of New York 
MAIN OFFICES: 120 BROADWAY 
MEMBER OF THE MARINE MIDLAND GROUP OF BANKS 


New York Ciry, Marine Midland Trust Company . . Troy, The Manufacturers 
National Bank of Troy . . Brncuamron, Peoples Trust Company . . Jounson Ciry, 
Workers Trust Company .. Cortianp, Cortland Trust Company .. RocHester, Union 
Trust Company . . AtBIon, Orleans County Trust Company . . Lockport, Niagara 
County National Bank er Trust Company .. BurraLo, Marine Trust Company . . East 
Aurora, Bank of East Aurora .. Jamestown, Union Trust Company .. LACKAWANNA, 
Lackawanna National Bank . . Snyper, Bank of Snyder . . ToNAwAnpDA, First Trust 
Company . . NortH Tonawanpa, State Trust Company . . NIAGARA Fauus, Power 
City Trust Company. 
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One of the most illuminating addresses 
presented at the recent annual convention 
of the American Bankers Association, was 
that presented by Fred W. Ellsworth, vice- 
president of the Hibernia Bank & Trust Com- 
pany of New Orleans, before the State Bank 
Division on “Bank Management—Yesterday 
—Today and Tomorrow.” As chairman of 
the Bank Management Commission of the 
American Bankers Association, Mr. Ellsworth 
has directed one of the most constructive 


tasks undertaken by the Association, in 
conducting surveys and _ distributing the 


results of such surveys in booklet form. 
These surveys have ranged over the entire 
field of bank management problems with the 
major objective of capitalizing the experi- 
ences of the past year and seeking the en- 
forcement of sound principles in loan admin- 
istration, profit and loss operations, second re- 
serves, elimination of unprofitable practices, 
clearing house cooperation, analysis of ac- 
counts, installation of service charges and 
other aspects. 

Mr. Ellsworth’s address was characteris- 
tic and by saying that, it is implied that it 
was full of real meat and charged with 
facts and solid recommendations in abun- 
dance. He began by reminding his hearers 
that while bank management is on trial and 
despite numerous failures there are still 
22,000 solvent banks doing business at the 
old stand with resources of more than $70,- 
000,000,000.. Nevertheless, he said, the fact 
that 6,968 banks were closed during the last 
decade, there is the compulsion of inquiry 
as to cause and the means of preventing re- 
eurrence. 


Survey by Bank Management Commission 


“The Bank Management Commission has 
just completed a survey,” continued Mr. Ells- 
worth, “by which it obtained specific infor- 
mation from the state banking departments 
of forty-three of the forty-eight states, cover- 
ing the causes of failures that occurred in 
the year 1930. Figures were given on 1,025 
banks that closed their doors, and the rea- 
sons ascribed by the state bank commission- 
ers were as follows: 277 banks were closed 
primarily because of incompetent manage- 
ment; 266 were influenced by the flattening 
out of the real estate market, and the de- 
cided slowing up of mercantile and agricul- 
tural activities; 29 closed because of the 
dishonesty of bank officials; hysteria, which 
develops bank runs caused by a general loss 


BANK MANAGEMENT—YESTERDAY, TODAY AND TOMORROW 


of confidence accounted for 112; and 240 
banks closed their doors because of changed 
economic conditions, which means in the 
present instance the drying up of small towns 
due to good roads, automobiles, and the de- 
velopment of the nearby city, with the con- 
sequent shrinkage of the potential market 
for local bank services. Of course, bad bank 
management to a greater or less degree is a 
contributory cause in nearly all bank fail- 
ures, for most banks have remained open 
and solvent in the same communities where 
other banks, subject to identical conditions, 
have passed out of the picture. 

“Supplementing the above information 
from the state banking commissioners, an 
analysis of national bank failures for the 
first ten months of 1930 indicates that of 
159 closed national banks, 53 failed because 
of incompetent management, 32 because of 
agricultural or industrial depression, and the 
remainder were closed as the result of local 
economic conditions. In this analysis, as in 
the other, it is pointed out that bad man- 
agement is a participating factor in nearly 
all of these failures.” 

Mr. Ellsworth developed his subject by 
analyzing incompetent management, weak 
loan policies and setting forth that bank 
borrowers are a most frequent cause of bank 
failures. He lauded the “hard boiled” banker 
as an asset to the community, as contrasted 
with the hardships caused by “Mr. Goodfel- 
low.” He stated that the wild orgy of free 
service has occasioned to banks an annual 
loss of $300,000,000 and advocated analysis 
of accounts, application of service charges 
and other available means of stopping leaks. 
He spoke highly of the excellent work being 
accomplished through bank management con- 
ferences and commercial bank management 
studies and said in conclusion: 

“As we look into the future it is my 
firm conviction that largely because of our 
experience in the serious Slough of Despond 
from which we are emerging, all of us will 
have learned many lessons which when ap- 
plied in a specific manner to our own prob- 
lems will mean that tomorrow American 
banking and American banking practice will 
develop a higher standard than ever before 
in our history, with the result that we shall 
be able to serve our communities adequately, 
competently, safely, and with honor and 


profit not only to the banks themselves, but 
to our great army of customers for whom 
after all the banks are founded.” 








RESPONSIBILITY OF THE BANK PRESIDENT TO HIS ORGANIZATION 
AND THE PUBLIC 


The day of the inactive bank executive 
is past. There is no longer room for a nomi- 
nal head or a president who is merely a 
figurehead, who allows the cashier to do all 
the work. These are some of the conclusions 
advanced by John B. Larner, president of 
the Washington Loan & Trust Company of 
Washington, D. C., who speaks frankly of 
the responsibilities and conscientious duties 
that fall upon the bank president today, in 
an article appearing in a recent issue of the 
Executives Service Bulletin, issued by the 
Metropolitan Life Insurance Co. of New York. 

There are matters of policy and routine 
demanding sound judgment, says Mr. Lar- 
ner, which demand of the executive that he 
must know his bank, so to speak, from cellar 
to garret. He states that in the administra- 
tion of the Washington Loan & Trust Com- 
pany particular attention is given to annual 
reports which acquaint stockholders and di- 
rectors with as complete an account of the 
bank and its departments as it is possible 
to give. This gives confidence and invites 
cooperation and good will. In the matter of 
periodical published statements, Mr. Larner 
states that he has adopted the policy of mak- 
ing explanatory statements with each item. 
Too much stress cannot be placed upon com- 
plete details in the president’s annual report, 
and this is indicated in the printed annual 
report which comes to hand each year. 

Mr. Larner describes the alignment of the 
various departments of his bank which pro- 
vides not only complete services but co- 
ordination between staff and executives. 
Each business day Mr. Larner has on his 
desk, three important daily statements; one 
showing the exact condition of the banking 
department, the second the condition of the 
trust department, and the third, the daily 
business of the bank’s one branch office. 

Mr. Larner submits some very sound ad- 
vice as to the attitude of the president of . 
bank toward the personnel, as follows: 

“A factor which I consider of no little im- 
portance in the bank management of 1931 
is the esprit de corps of the entire force, 
whose business it is to conduct the daily 
routine of the bank. Occasionally, of course, 
some one will go wrong or become tempera- 
mentally unfit for his work, but this is, com- 
paratively speaking, a rare occurrence in a 
well organized institution. We must remem- 


ber that we are all human, and need help 
and encouragement, from the president down 
to the one holding the lowest position. A 
few words at the proper time may obviate 
difficulty and start the development of a 
latent talent which may be of untold use- 
fullness, producing material for an executive 
of no mean order. 

“Encourage study and recreation to the 
limit. Your official force is your business 
family. Give due consideration to the worth 
and character of each and every employee, 
man or woman, remembering that you have it 
in your power to exercise an influence for 
good, not only to your institution, but to 
the community in which you live. When you 
reap the results of your efforts, you will be 
forever thankful, in the consciousness of 
having given a helping hand to those less 
fortunate than yourself, and who in time 
may occupy important positions in your bank, 
as well as in the city in which you live.” 


a 


JOHN B. LARNER 


President, Washington Loan and Trust Company, 
Washington, D. C 
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Complete information as to 
requirements (including the 
rulings of the New York | ; 
Stock Transfer Association) 
for all irregular security 
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@ Keeps up to date the full infor- 
mation on: 


1. Documents necessary when transfer is 
by an Executor or Administrator. 

2. When a Court Order is necessary before 
transfer. br sas 

3. When an Inheritance Tax Waiver is nec- 
essary (and how and where to obtain). 

4. Documents necessary when transfer is 

by a Guardian. 

Requirements in case a ‘“‘Stop” has pre- 

viously been filed against the transfer 

of the certificate. 

. Proper forms of endorsement when other 
than an individual’s signature is involved. 

. Documents necessary when transfer is 
by a Trustee. 

. Documents necessary when transfer is 
to a Trustee. 

. Proper forms for guarantee of signature. 

. When a release under the Federal Es- 
tate Tax is necessary. 

. Documents necessary when transfer is 
by a corporation. 

. Proper forms of inscription when transfer 
is to Joint Tenants or Tenantsin Common. 

%. When copy of Will must be submitted 
and points in it to be noted. 

. Documents necessary when transfer is 
being made by Executor or Administra- 
tor before expiration of the time limit for 
presentation of claims against the estate. 

15. Documents necessary when transfer is 
: by a Receiver. 
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FAITH IN THE VALUE OF ADEQUATE 
LIFE INSURANCE 


Because the Union Guardian Trust Com- 
pany, Detroit, is strongly convinced of the 
value of adequate life insurance, the trust 
company purchased a full page in a Detroit 
newspaper, September 27th, to announce in 
no uncertain terms the importance they at- 
tach to life insurance as a part of an estate. 

Under the caption “Life Insurance,” the 
advertisement reads as follows: 


“No matter how much or how little you 
earn ...no matter what it costs you to live 

- - no matter what investments you have— 
now and then you should check up and de- 
termine whether you have a sufficient amount 
of life insurance. 

“Life insurance is a necessary form of pro- 
tection. No man can afford to neglect it— 
jeopardizing the work of a lifetime by leav- 
ing his family without adequate means of 
carrying on. 

“Life insurance is one of the most valu- 
able assets of a man’s estate. 

“Life insurance produces immediate cash 
—and, when an estate is being settled, noth- 
ing can take the place of eash. With suffi- 


cient life insurance, the estate’s debts can 
be paid immediately; taxes and expenses of 
administration can be satisfied; cash is made 
available for family expenses—all without 
untimely liquidation of other property. Re- 
maining funds may be used by the trustee 
for the purpose of acquiring sound, income- 
paying investments. 

“Long experience in administering estates 
... and close contact with beneficiaries when 
acting as trustee under life insurance trusts 
and in other fiduciary capacities . .. con- 
vince the Union Guardian Trust Company 
that men in every walk of life should carry 
adequate life insurance. A man is never too 
young to begin building an estate for his 
own protection during his lifetime and for 
the protection of his family after he is gone. 
Review your life insurance today.” 


Recently, the trust company published an- 
other newspaper advertisement sponsoring 
life insurance, under the caption “Before You 
Let Your Life Insurance Lapse, Think of the 
Future.” Reprints of this were furnished to 
life insurance agencies in Detroit and proved 
helpful in combating the trend toward an 
increase in the number of lapsations. 
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ORGANIZATION AND OPERATION OF THE HALF BILLION DOLLAR 
NATIONAL CREDIT CORPORATION 


With something resembling the war-time 
emergency spirit, the banking leaders of the 
country responded to the statement issued by 
President Hoover on October 7th, proposing 
the formation of a national institution to mo- 
bilize at least $500,000,000 banking resources 
to be made available to rediscount the assets 
of hard-pressed banks and which are not 
available for rediscount at the Federal Re- 
serve banks. The project was first suggested 
by a group of leading New York bankers and 
represents a nationwide extension of the plan 
adopted by Clearing House banks some weeks 
ago in providing a fund of $20,000,000 to pro- 
vide for the payment up to 50 per cent of 
the deposits of a number of closed banks in 
this city. The Hoover plan, however, is de- 
signed to aid solvent banks which have been 
faced with the alternative of either sacrific- 
ing good assets of a non-liquid nature at ri- 
diculously low market prices, or of attempt- 
ing to conserve assets by closing their doors. 
President Hoover also suggested that if this 
device is not adequate to meet the situation 
that he would recommend the creation of a 
Finance Corporation, similar to the War Fi- 
nance Corporation, with funds sufficient to 
meet any further legitimate calls for credit. 

The plan was formally put in operation by 
the incorporation of the National Credit Cor- 
poration under the laws of Delaware. The 
plans for the corporation and its methods of 
operation were drawn up under the super- 
vision of a committee of New York bankers, 
consisting of Mortimer N. Buckner, president 
of the New York Clearing House Association, 
and chairman of the New York Trust Com- 
pany; Charles S. McCain of the Chase Na- 
tional Bank; Harry E. Ward, president of 
the Irving Trust Company; George W. Davi- 
son, president of the Central Hanover Bank 
& Trust Company; Herbert P. Howell, presi- 
dent of the Commercial National Bank & 
Trust Company, and Gordon S. Rentschler, 
president of the National City Bank. 

To carry out the plans of the corporation 
and secure the necessary alignment of the 
various Federal Reserve District organiza- 
tions the following have been appointed di- 
rectors with George M. Reynolds, chairman 
executive committee of the Continental IIli- 
nois Bank & Trust Company of Chicago, as 
chairman, and Mortimer N. Buckner, chair- 
man of the New York Trust Company, as 
president : 


District No. 1—Daniel G. Wing, chairman, 
First National Bank, Boston. 

Disirict No. 2—Mortimer N. Buckner, chair- 
man, New York Trust Company, New York. 

District No. 3—Livingston E. Jones, presi- 
dent, First National Bank, Philadelphia. 

District No. 4—Arthur E. Braun, president, 
Farmers Deposit National Bank, Pitts- 
burgh, 

District No. 5—John M. Miller, Jr., president, 
First and Merchants National Bank, Rich- 
mond. 

District No. 6—John K. Ottley, 
First National Bank, Atlanta. 
District No. 7—George M. Reynolds, chair- 
man executive committee, Continental Illi- 
nois Bank & Trust Company, Chicago. 
District No. 8—Walter W. Smith, president, 

First National Bank, St, Louis. 

District No. 9—Edward W. Decker, president, 
Northwestern National Bank, Minneapolis. 

District No. 10—W. S. MecLucas, chairman, 
Commerce Trust Company, Kansas City. 

District No. 11—Nathan Adams, president, 
First National Bank, Dallas. 

District No. 12—Frank B. Anderson, chair- 
man, the Bank of California National As- 
sociation, San Francisco. 


president, 


GEorRGE M. REYNOLDS | 


Chairman of the Executive Committee of the Continental 
Illinois Bank and Trust Company of Chicago 
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The board of directors, of which Nelson S. 
Dearmont, assistant treasurer of the New 
York Trust Company is secretary and treas- 
urer, issued an announcement approving the 
form of organization and procedure as well 
as articles of agreement for local associations 
to be formed in the respective Federal Re- 
serve districts; forms of subscription blanks 
to the National Credit Corporation gold 
notes; forms of application blanks for loans 
used by borrowing banks and form of resolu- 
tions for adoption by local associations. 
Announcement was forthcoming from the 
Treasury Department that debentures of the 
National Credit Corporation will be accepted 
by the treasury as collateral against govern- 
ment deposits in the various banks. These 
debentures will be accepted up to 90 per cent 
of their face value. Official advice was also 
forthcomng from the Comptroller of the Cur- 


There are today 47,185 women employed 
in American banks and trust companies, an 
increase of 12,229 over the number in 1926. 
Of this total not less than 3,600 women oc- 
cupy official and executive positions, rang- 
ing from president down through the vari- 
ous official grades. A noteworthy develop- 
ment is the increasing number of women as- 
signed as trust officers and assistants. 

The important place which women occupy 
in bank management was evidenced at the 
recent tenth annual convention of the Asso- 
ciation of Bank Women, embracing those who 
hold official positions, which was held in At- 
lantic City recently coincident with the an- 
nual convention of the American Bankers 
Association. 

The convention was presided over by Miss 
Grace S. Stoermer, assistant vice-president 
of the Bank of America, N. T. & S. A., of 
San Francisco, as president of the Associa- 
tion. Among the speakers were Miss Agnes 
M. Kenny, supervisor of the women’s depart- 
ment of the First Wisconsin National Bank 
of Milwaukee; Miss Lilian Oakley, assistant 
to the president of the Cleveland Trust Com- 
pany; Miss E. Nora Gibbons of the Chase 
National Bank of New York, and Miss Ida 
Miller Henry of the Citizens Trust Company 
of Utica, N. Y. 

Officers for the ensuing year were elected 
as follows: President, Grace S. Stoermer, as- 
sistant vice-president, Bank of America, N. T 
& S. A., Los Angeles, Cal.; vice-president, 
Emma E. Lange, trust officer, Bank of Mont- 
clair, Montclair, N. J.; treasurer, Minnie Q. 
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WOMAN BANKERS HAVE SUCCESSFUL CONVENTION 





rency that national banks may lawfully in- 
vest in the obligations of the National Credit 
Corporation to the extent of 2 per cent of 
their net deposits, provided that such 2 per 
cent shall not exceed in amount the limita- 
tions placed upon them by statute, which is 
10 per cent of their unimpaired capital and 
surplus, 

The New York banks were the first to an- 
nounce subscription of their quota of $150,- 
000,000 in subscriptions to the debentures at 
par of the National Credit Corporation equal 
to 2 per cent of their respective net time and 
demand deposits. The debentures have be- 


hind them the notes of the various groups 
or organizations with certain provisions as 
to limitation of liability; notes of the bor- 
rowing banks; security furnished by borrow- 
ing banks and 
time. 


‘ash on hand from time to 







MacCulley, assistant secretary, Williamsburg 
Savings Bank, Brooklyn, N. Y.; recording 
secretary, M. E. Bonham, assistant cashier, 
Security Savings Bank, Riverside, Cal.; cor- 
responding secretary, Lillian C. Hage, as- 
sistant cashier, Bank of America, N. T. & 
S. A., Los Angeles, Cal. 





E. Nora GIBBONS 
General Chairman of the Convention Committee of the 


Association of Bank Women 








HOW THE COMPOSITE TRUST FUND OF THE BROOKLYN TRUST 
COMPANY IS INVESTED 


A list of securities constituting the Com- 
posite Fund of the Brooklyn Trust Company 
of New York as of August 31, 1931, made 
public recently, showed approximately three- 
fourths of the fund to be invested in fixed 
income securities (bonds, mortgages and pre- 
ferred stocks), and one-fourth in common 
stocks and cash. Total assets held through 
the fund had a market value on that date 
of $12,135,278, equal to $84.68 a unit on the 
143,311 units then existing, according to 
the list. This unit value compares with 
$87.09 on December 31, 1930, and $100 on 
May 1, 1929, when the fund was inangu- 
rated. The list as of Aug. 31, 1931, showed 
the composition of the fund, in terms of mar- 
ket value, to be as follows: 3onds, 28.80 
per cent; preferred stocks, 33.42 per cent; 
first mortgages on real estate, 12.25 per cent; 
common stocks, 22.85 per cent, and cash, 2.68 
per cent. 

The increasing proportion of fixed income 
securities in the makeup of the fund during 
the preceding twelve months is shown in 
the following figures announced by the com- 
pany: 

Aug. 31 Feb. 28 

1930 

Fixed income secur. 67.66% 
Common 29.52% 


Aug. 31 
1931 1931 
71.12% T447% 
28.88% 22.85% 
—0— 2.68% 

The Composite Fund, which was estab- 
lished April 22, 1929, is an unincorporated 
medium for the investment of funds of trusts 
under which the Brooklyn Trust Company 
acts as trustee. The company, when author- 
ized to do so by the trust indenture, may in- 
vest all or part of the principal of voluntary 
trusts in certificates of ownership represent- 
ing the desired number of units in the fund. 
The units are equal, each representing a 
pro rata interest in entire fund and all the 
income therefrom. The fund has made pos- 
sible the establishment of voluntary (living) 
trusts in amounts as small as $500 by provid- 
ing a diversified investment medium for the 
entire principal of such trusts. It also has 
served as a channel for the investment of 
all or portions of the principal of many larg- 
er trusts. About half the fund represents in- 
vested principal of trusts ranging in amount 
from $500 to $20,000, which are known as 
“Composite Trusts.” 

A statement accompanying the list of se- 


SLOCKS .... 


2.82% 


curities said in part: “Results of the skilled 
management applied to the investments held 
for the account of trusts through the Com- 
posite Fund during the first eight months of 
1951 are most easily understood when viewed 
against the background of general security 
price movements in the period, which was 
marked by most unusual conditions in finance 
throughout the world. 

“Between January 1 and August 31, 1931, 
the break-up or liquidating value of Compos- 
ite Fund units, which is the amount that the 
securities represented by each unit would 
bring if sold in the open market, declined 
from $87.09 to $84.68, or 2.77 per cent. In 
the same period the average value of the 90 
common stock comprising the Standard Sta- 
tistics Company daily index declined 9.58 per 
cent, while the average value of the thirty 
bonds comprising the daily bond index of the 
same organization showed a depreciation of 
3.26 per cent. 

“Income distributions to trusts holding 
Composite Fund units amounted to $3.77 per 
unit for the first nine months of 1931, equiv- 
alent to an annual rate of $5.02 per unit. Be- 
tween Feb. 10, 1931, when the last previous 
list of Composite Fund securities was pub- 
lished, and August 31st, fourteen securities 
were eliminated from the Composite Fund 
list and nine were added to it. Holdings of 
some issues were increased and those of oth- 
ers reduced, 

“It may be said that Composite Fund se- 
curities are regarded as long-term trust in- 
vestments. Every effort is made to select 
the outstanding corporations in each cate- 
gory. No attempt is made to trade on the 
short-term swings of the market for common 
stocks.” 


AMERICAN EXPRESS BANK REPORTS 
GAIN IN DEPOSITS 


American Express Bank & Trust Company 
of New York, in its statement of condition 
as of September 30, 1931, reports deposits of 
$25,032,848, as compared with $22,312,543 
shown in its statement of June 30, 1931, and 
$19,030,263 on June 30, 1930, a year ago. 

Total resources of the bank amount to 
$46,919,162. Earnings for the quarter were 
29 cents per share in excess of the dividend 
requirements of $1 for the period. Earnings 
since June 30, 1930, are indicated as $5.40. 
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OPERATING PROFITS OF GUARDIAN 
DETROIT UNION GROUP, INC. 

According to a statement by Robert O. 
Lord, president of the Guardian Detroit 
Union Group, Inec., enclosed with regular 
quarterly dividend check of fifty cents per 
share, to stockholders: 

“The combined operating profits for the 
first nine months of this year of the units 
of the group, after interest, taxes and de- 
preciation reserves for building and bank- 
ing quarters, were more than sufficient to 
cover the dividend requirements and to set 
aside a substantial amount for reserve for 
contingencies. 

“This is very satisfactory under present 
conditions,’ states Mr. Lord, “because these 
earnings were accomplished in the face of 
having maintained at all times a high degree 
of liquidity by carrying abnormally large 
amounts of cash and United State Govern- 
ment securities. Under present conditions, 
we feel it wise to continue this conservative 
policy of liquidity, even at a sacrifice of 
earnings. Further economies have been ef- 
fected and the institutions will continue to 
be operated at the lowest possible expense 
consistent with efficient service to our cli- 
ents. Ninety per cent of our stockholders 
live in communities in which one or more 
of our units are located.” 


The letter also tells of the opening of the 
Guardian Bank of Royal Oak “in response 
to the urgent request of a large number of 
the substantial citizens of that city, whose 
residents have been without local banking 
facilities since June, 1931.’ During the third 
quarter, the Bank of Dearborn, Union State 
Bank of Dearborn and the Bank of Commerce 
of Dearborn were consolidated into a single 
unit, the Guardian Bank of Dearborn. The 
name of the Trenton State Bank was changed 
to Guardian Bank of Trenton and the name 
of Jefferson Savings Bank was changed to 
Guardian Bank of Grosse Pointe. As a re- 
sult of the consolidation in Dearborn and 
the opening of the new unit in Royal Oak, 
the group now comprises twenty-two banks 
and trust companies. 


AMERICAN SECURITY AND TRUST OF 
WASHINGTON, D. C. 

Total resources of $40,594,654 are shown in 
the latest financial statement of the Ameri- 
can Security & Trust Company of Wash- 
ington, D. C., with cash on hand and due 
from banks $4,358,523; U. S. Government 
and other securities $14,897,862; loans and 
discounts $17,834,973. Deposits are $32,- 
320,199; capital $3,400,000; surplus $3,400,- 
000 and undivided profits $908,545. 
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STATE STREET TRUST CO. REPORTS 
LARGE TRUST HOLDINGS 

The latest financial statement of the State 
Street Trust Company of Boston shows ag- 
gregate trust department business of $110,- 
505,147 consisting of $52,412,108 estates and 
trusts and $58,093,088 held as agent and 
attorney. Estate and trust business shows 
an increase from $43,287,409 since October 1, 
1929 and agencies increased from $40,264,362. 
The banking department of the company re- 
ports resources of $65,251,633; deposits, 
$57,086,336; capital, $3,000,000; surplus, $3,- 
500,000 and undivided profits of $610,089. 

Clifford L. Lyall, vice-president State 
Street Trust Company of Boston, has been 
elected a director of the company to fill the 
vacancy caused by the death of Ashton L. 
Carr, who was senior vice-president. Samuel 
H. Wolcott succeeds the late Mr. Carr as 
senior vice-president. St. John Morgan, vice- 
president, has been chosen an ex-officio mem- 
ber of the executive committee with the 
other two ex-officio members, Allan Forbes 
and Samuel H. Wolcott, to take the place of 
Mr. Carr. 

Pierre S. du Pont of Wilmington, Del., is 
the largest individual holder of life insur- 
ance policies amounting to $7,000,000. 


——____ | 


LESLIE G. MCDOUALL 


Associate Trust Officer, Fidelity Union Trust Company of 
Newark, New Jersey, who has been appointed chairman of 
the Committee on Insurance Trusts of the Trust Division, 
A.B. A. His appointment is a fitting recognition of his out- 
standing work in promoting cooperation between trust 
companies and life insurance companies 
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SCHEDULE OF FEES FOR TRUST SERVICE 
IN HAWAIL 
In Hawaii fees for the performance of 
various types of trust service are defined by 
law. We are indebted to President J. R. Galt 
of the Hawaiian Trust Company, Limited of 
Honolulu, for the following schedule of fees 
as provided by legislative enactment : 
Trustees and Guardians—Principal: 
cent on value at inception; 1 per cent on 
value at final distribution; 2% per cent on 
receiving cash; 2% per cent on paying out 
cash. 


Income—10 per cent on $1,000; 7 
on $4,000; 5 per cent on balance. 


Executors and Administrators—Principal: 
5 per cent on first $1,000; 4 per cent on next 
$9,000 ; 3 per cent on next $10,000; 2 per cent 
on next $30,000; 1 per cent on balance. 

Income—10 per cent on first $1,000; 7 per 
cent on next $4,000; 5 per cent on balance. 


In Hawaii trust business has reached a 
high stage of efficiency and volume. One rea- 
son is that trust companies are not allowed 
to engage in commercial banking operations 
and therefore concentrate their attention and 
facilities on fiduciary management and han- 
dling of property. 


1 per 


per cent 
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Ancillary Service 
in Minnesota 
Bert Ares needing probate or 


other attention in Minnesota 
will be economically and expertly 
managed by this 40 year old 
Trust Company. Let us handle 
your Northwestern trust business 
for you. 


FIRST MINNEAPOLIS 
TRUST COMPANY 


115 SOUTH FIFTH STREET 
MINNEAPOLIS, MINNESOTA 


Affiliated with First National Bank 
in Minneapolis 





FIDELITY TRUST COMPANY OF 
PITTSBURGH 


An impressive total of $220,825,000 trust 
funds under administration is shown in the 


September 30th financial statement of the 
Fidelity Trust Company of Pittsburgh with 
corporate trusts aggregating $72,700,490. 
This large volume of trust responsibility is 
the result of 45 years of experience and con- 
scientious attention to fiduciary business. 
The banking resources of the company total 
close to 30 millions with deposits of $18,- 
212,000. Capital is $2,000,000; surplus $7,- 
000,000 and undivided profits of $1,988,342 
with additional contingent reserve of $266,- 
742. 

THE BANK OF CALIFORNIA, N. A. OF 

SAN FRANCISCO 

Total resources of $124,392,064 are shown 
in the September 29th financial statement of 
The Bank of California, National Association, 
which has its head office in San Francisco 
and conducts branches in Portland, Seattle 
and Tacoma. Resources include cash and 
exchange of $21,150,006; United States se- 
curities, $6,842,000; sundry bonds and stocks, 
$11,154,969; loans and discounts, $76,838,555. 
Deposits total $99,333,441. Capital is $8,500,- 
000; surplus and undivided profits, $9,011,524. 


POTENTIAL BUSINESS FOR TRUST 
DEPARTMENTS 


Discussing the sources for new trust busi- 
ness and methods of enlisting the active co- 
operation of senior officers, C. Paul Heavener, 
assistant trust officer of the Charleston Na- 
tional Bank of Charleston, W. Va., said in 
a recent address before the West Virginia 
Corporate Fiduciaries Society: 

“Recently the Purse Printing Company 
put out some publicity in regard to trust mat- 
ters, and I remember reading this particu- 
lar part of the discussion that appeared in 
this booklet that they sent out to various 
interested parties: They stated that for 
every dollar of banking assets that a person 
has he ought to have at least twenty dollars 
in other assets—twenty to one. 

“Suppose we just look at the possibilities. 
I notice from a recent statement that the 
banking assets of Charleston aggregate $47,- 
240,000. If we multiply that by twenty, we 
have $940,000,000 as a potential trust busi- 
ness for the institutions doing fiduciary work 
in the City of Charleston. In addition, we 
might add to that the tremendous volume of 
life insurance carried by the citizenship of 
Charleston. In other words, there is a tre- 
mendous field for the fiduciary service ren- 
dered by the various institutions of the city. 
If we turn our thoughts to the state, the last 
call showed banking resources of over $337,- 
000,000. If we would multiply that by 20, we 
would have over seven and one-half billions 
of dollars that might at some time be handled 
by trust companies or national banks with 
trust powers. If the directors and officers of 
our institutions could realize and visualize 
this tremendous field for the enlargement of 
the institutions they serve, there would be 
no difficulty in having at all times their most 
hearty cooperation and assistance.” 


COORDINATED ACTION ON BOND 
DEPRECIATION 


At the recent annual convention of the Na- 
tional Association of Supervisors of State 
Banks a plan of coordinated effort to aid 
banks and trust companies in connection with 
bond depreciation, was submitted by William 
D. Gordon, Pennsylvania Secretary of Bank- 
ing. The plan is aimed to prevent needless 
bank failures by cooperative effort of the 
state and national banking authorities in con- 
junction with the Federal Reserve. A com- 
mittee was appointed to work out the details 
of the plan, consisting of Mr. Gordon as 
chairman; C. S. Moody, Supervisor of Bank- 
ing, State of Washington; J. N. Peyton, Min- 
nesota, and H. W. Koeneke, Kansas. 





AMERICAN HISTORY TEACHES THAT BUSINESS RECOVERY AND 
PROSPERITY ARE INEVITABLE 


History repeats itself. This truism is one 
that requires emphasis at a time of gloom 
like the present. A notable contribution is 
that which was made recently by the Mer- 
cantile-Commerce Bank & Trust Company of 
St. Louis in publishing a full-page spread in 
the St. Louis Globe Democrat under the head- 
ing: 

“READ ALL OF THIS—OR NONE” 

It presents verbatim a reprint of an edi- 
torial which appeared in Harper’s Weekly as 
long ago as October 10, 1857, the same year 
in which the now called ‘‘Mercantile-Com- 
merce” made its corporate début. How force- 
fully that editorial applies to conditions to- 
day and the moral that is attached to it, 
may be gathered from the following repro- 
duction of the text of the advertisement: 

“Tt is a gloomy moment in history. Not 
for many years—not in the lifetime of most 
men who read this paper—has there been 
so much grave and deep apprehension; never 
has the future seemed so incalculable as at 
this time. In our own country there is uni- 
versal commercial prostration and panic, and 
thousands of our poorest fellow citizens are 
turned out against the approaching winter 
without employment, and without the pros- 
pect of it. 

“In France, the political caldron seethes 
and bubbles with uncertainty; Russia hangs, 
as usual, like a cloud, dark and silent upon 
the horizon of Europe; while all the ener- 
gies, resources and influences of the British 
Empire are sorely tried, and are yet to be 
tried more sorely, in coping with the vast 
and deadly Indian insurrection, and with its 
disturbed relations in China. 

“It is a solemn moment, and no man can 
feel an indifference (which, happily, no man 
pretends to feel) in the issue of events. 

* ok a 


“Of our own troubles no man can see the 


end. They are, fortunately, as yet mainly 
commercial; and if we are only to lose 
money, and by painful poverty to be taught 
wisdom—the wisdom of honor, of faith, of 
sympathy and of charity—no man need seri- 
ously to despair. And yet the very haste to 
be rich, which is the occasion of this wide- 
spread calamity, has also tended to destroy 
the moral forces with which we are to resist 
and subdue the calamity. 

“Good friends—let our conduct prove that 
the call comes to men who have large hearts, 


however narrowed their homes may be; who 
have open hands, however empty their 
purses. In time of peril we have nothing 
but manhood, strong in its faith in God, to 
rely upon; and whoever shows himself truly 
a God-fearing man now, by helping wherever 
and however he can, will be as blessed and 
beloved as a great light in darkness.” 

“Now comes the remarkable fact,’ says the 
“Mercantile-Commerce” in its advertisement. 
“What you have just read was not written 
yesterday, about the conditions of today— 
but is a verbatim reprint of an editorial 
which appeared in “Harper’s Weekly” on 
October 10, 1857. 

“1857—the same year that saw the open- 
ing of the bank which is now called ‘Mercan- 
tile-Commerce.’ July of that year was nor- 
mal. September marked the beginning of 
depression. This editorial appeared in Oc- 
tober. Seventeen months later, in March of 
1859, business was back at normal again. 

“‘Of our own troubles no man can see the 
end.’ They said it in 1857, and it has been 
said many times, before and since. Depres- 
sions have occurred in American business 
since the Revolutionary War, and every one 
has looked black, and seemed unending. 

“Every one has been followed by recovery 
—and prosperity.” 


, 


The Bank of Manhattan Trust Company 
of New York is named as co-executor in the 
will of Henry C. Bohack, who came to this 
country as a penniless emigrant boy and 
became head of one of the largest individu- 
ally owned chain store organizations in the 
country. 

The many friends of Edgar G, McWilliam, 
former secretary of the Savings Bank Divi- 
sion of the American Bankers Association, 
and past president of the American Insti- 
tute of Banking, will grieve to learn of his 
recent death in New York City. 

W. H. Courtney, president of the First Na- 
tional Bank & Trust Company of Lexington, 
has been elected president of the Kentucky 
Bankers Association. 

The Midland National Bank & Trust Com- 
pany of Minneapolis reports banking re- 
sources of $18,044,538; deposits, $15,706,016 ; 
capital, $1,000,000; surplus, $500,000 and un- 
divided profits, $112,678. 
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KINGS CouUNTY TRUST COMPANY 


342, 344 & 346 Futton St., Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $530,000.00 





JULIAN P. FAIRCHILD, Presiden: 


WILLIAM 5 WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-Presiden: 
J. NORMAN CARPENTER, Vice-President 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretary 





H. F. PELHAM JOINS NEW JERSEY BANK 

Harold F. Pelham, widely known in trust 
company circles, has resigned as vice-presi- 
dent and trust officer of the Citizens and 
Southern National Bank of Atlanta to be- 
come trust officer of the National Bank of 
New Jersey in New Brunswick. In this new 
post Mr. Pelham has wide latitude for the 
exercise of his experience and ability as 
a trust officer. 

Mr. Pelham has taken an active interest 
in trust company work. He organized the 
Michigan State Fiduciaries Association be- 
fore going South and also organized the 
Georgia Fiduciaries Association, both of 


HAROLD F. PELHAM 


Who has resigned as Vice-president and Trust Officer of the 

Citizens and Southern National Bank of Atlanta, to become 

Trust Officer of the National Bank of New Jersey, New 
Brunswick 


which have been fruitful of cooperative ef- 
fort. The National Bank of New Jersey, with 
which Mr. Pelham became associated on Oc- 
tober 1st, was founded back in 1808 and was 
one of the first banks to avail itself of a 
national charter in 1863. On the event of 
his departure from Atlanta Mr. Pelham was 
the guest of honor at a luncheon attended by 
leading bankers and trust officials of Atlanta. 


NEW FEATURES IN REMINGTON RAND 
PRODUCTS 

General business conditions have not been 
allowed to interrupt or suspend the constant 
activity of the Remington Rand organization 
in devising improved products, including ac- 
counting and bookkeeping machines, record 
and loose-leaf forms, index cards and up-to- 
date office and banking equipment. Among 
new products is the noiseless portable type- 
writer. Other innovations include a com- 
pletely electrified accounting machine, a dual 
bookkeeping machine and a pay roll machine, 
embracing check-writing features integral 
with pay roll accounting. 


NEW REMINGTON NOISELESS PORTABLE 
TYPEWRITER 
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EXCHANGE TRUST COMPANY 


Harry H. Rocers, President 


H. L. STANDEVEN, Exec. Vice-President 


“Oklahoma’s Largest Trust Company” 
TULSA, OKLAHOMA 


Affiliated with 


Trust Department 
Savings Department 
Mortgage Loan Dept. 
Bond Department 
Travel Department 


Exchan 
National Sone 


EXCHANGE BANKS-OF TULSA 
cte eens Sean 


Capital, Surplus, and Undivided Profits exceed $10,000,000 
Resources exceed $100,000,000 





MANUFACTURERS TRUST COMPANY RENDERS VALUABLE SERVICE 
TO NEW YORK BANKING COMMUNITY 


In a letter under date of October ist, ad- 
dressed to customers, President Harvey D. 
Gibson of the Manufacturers Trust Com- 
pany of New York, briefly directs attention to 
the valuable services which the Company 
is performing in assuming the deposit obli- 
gations of a number of closed banks for 
liquidation and acquiring the business of 
several other banks. Mr. Gibson states: 

“In the last three months, Manufacturers 
Trust Company has been called upon to per- 


form a highly important public service, in 
behalf of several of the city’s financial in- 


stitutions. The Bryant Park Bank, the Mid- 
town Bank and the Lebanon National Bank, 
all of Manhattan, are now being liquidated by 
us, and in addition we have acquired the 
business of the Midwood Trust Company of 
Brooklyn and the Brooklyn National Bank, 
thus addirg eight more offices in the Borough 
of Brooklyn. 

“Sponsored by the governor of the Federal 
Reserve Bank of New York, the chairman of 
the New York Clearing House Association 
and the superintendent of banks, and with 
the aid of 19 other clearing house banks and 
the banking houses of J. P. Morgan & Com- 
pany and Speyer & Company; Manufacturers 
Trust Company has undertaken at their re- 
quest, subject to the necessary approval, the 
liquidation of several banks of this city, 
which closed recently, the immediate effect 
of which will be to place at the disposal of 
the depositors of these banks 50 per cent of 
the total of their deposits. We are naturally 
proud of this demonstration of public con- 
fidence in the strength of our institution and 
the efficiency of our organization and are 
happy at the opportunity of rendering this 
community service.” 


The September 30th financial statement of 
the Manufacturers Trust Company shows an 
increase in deposits since June 30, from 
$237,858,000 to $255,701,000 with total re- 
sources of $358,155,608. Capital is $27,500,- 
000 with surplus and undivided profits of 
$24,831,307 reflecting increase of nearly half 
a million dollars and with reserves of $12,- 
495,538. 

The Supreme Court of New York State 
recently approved the contract under which 
the Manufacturers Trust Company is au- 
thorized to liquidate four of the seven banks 
closed by the State Banking Department con- 
sisting of the International Madison Bank & 
Trust Company, the American Union Bank, 
the Bank of Europe Trust Company and the 
Times Square Trust Company, providing for 
the payment of more than $17,000,000 repre- 
senting 50 per cent of the deposit liabilities 
of the closed institutions. 

Carl P. Obermiller, formerly assistant title 
officer of the Germantown Trust Company of 
Philadelphia, has been elected title officer, 
succeeding the late Ernest M. Jackson. 

The Valley Bank & Trust Company is being 
organized in Morgantown, W. Va., with capi- 
tal of $200,000. 

William L. Young, vice-president of the 
First National Bank of Shreveport, La., has 
been elected president of the City Savings 
Bank & Trust Company of that city. 

Kenneth F. Brooks, assistant trust officer 
of the Riggs National Bank has been elected 
chairman of the fiduciary section of the Dis- 
trict Bankers Association, Washington, D. C. 

The Vailsburg Trust Company and the 
Lincoln National Bank of Newark, N. J., 
have been merged. 
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MERCANTILE TRUST CO. oF BALTIMORE 


ESTABLISHED 1884 


Surplus and Undivided Profits, $4,600,000 
We Solicit Your Baltimore cAccount 


A. H. S. POST, President 


Capital, $1,500,000 


FRED. G. BOYCE, Jr., Vice-President 
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COMPREHENSIVE SERVICE OF THE 
EQUITABLE LIFE 

Life insurance protection makes an appeal 
to countless thousands of our people today. 
This is true, not only because of general 
conditions affecting individuals but also to 
the refinements developed in various types 
of insurance. The Equitable Life Assurance 
Society of New York has been among the 
foremost in advancing the cause of life in- 
surance by comprehensive services to agents 
and policyholders. Home office cooperation 
embraces expert supervision and field assist- 
ance to agents, training facilities, sales serv- 
ices and campaigns, ete. The forms of life 
insurance now provided embrace a wide field 
and cover every possible need, including an- 
nuities, elastic agreements, salary savings in- 
surance, group insurance, ete. 

The Equitable Life is a mutual company 
with seventy-two years of experience and 
serving over two million members insured 
for over seven billions of dollars. 


COURSE IN PRACTICAL ECONOMICS AND 
PERSONAL FINANCES 

An interesting course in practical eco- 
nomics and the management of personal fi- 
nances, consisting of a series of weekly talks 
by experienced bankers and economists, has 
been inaugurated, under the auspices of the 
Women’s Department of the First Wiscon- 
sin National Bank of Milwaukee. 

Of particularly timely importance was the 
initial talk by Francis W. Dickey, Economist 
of the Wisconsin Bankshares Corporation, on 
“What Do Changing Prices Mean?’ Other 
talks scheduled include “The Banker and 
His Customer’ by Roy L. Stone, vice-presi- 
dent of the First Wisconsin Nationl Bank; 
“The Successful Budget” by Miss Agnes M. 
Kenny, manager of the First Wisconsin’s 
Women’s Department, and “The Investment 
Yardstick” by Miss Frieda Mueller of the 
First Wisconsin Company. 


NEW DEVICE CUTS CHECK-WRITING 
COSTS IN HALF 

The demand for greater economy in over- 
head banking and trust company operations 
serves as an additional stimulus to inventive 
genius to improve upon mechanical devices 
employed in bank and trust company opera- 
tion. One of the recent innovations is the 
new Todd Blue Streak Protectograph which 
offers a material reduction in bank costs in 
the writing of checks. It is a marvel in bal- 
anced and mechanical performance. Twelve 
hundred checks an hour is just an average 
speed. The latest machine provides new fea- 
tures of amount line safety and is electrically 
operated. It produces a ribbon-imprinted and 
shredded amount line with constant uni- 
formity of ribbon-inking assured through the 
use of forged brass type. 


Wan. C. MILLER 


Who has been elected Vice-president in the Trust Depart- 
ment of the First Union Trust and Savings Bank of Chicago 
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GREAT SMOKY MOUNTAINS NATIONAL 
PARK 

The October issue of “The Wachovia,” 
monthly publication issued by the Wachovia 
Bank & Trust Company of Winston-Salem, 
N. C., is devoted entirely to the Great Smoky 
Mountains National Park, and presents in 
attractive form the latest facts and figures 
about this Park development. “There is no 
single movement,” the editor of this 
magazine, “now under way that holds such 
vast possibilities for good to the State of 
North Carolina and its citizens as the de- 
velopment of the Great Smoky Mountains 
National Park.” 

A brief history of the development of the 
Park idea is given and figures are published 
showing that the Park will ultimately con- 
tain approximately 450,000 acres, of which 
2?S,644 acres will be on the North Carolina 
side and something over 220,000 acres on the 
Tennessee The purchase of the Park 
area, as stated in this issue, was made pos- 
sible through the creation of a ten million 
dollar fund, of which five million dollars was 
contributed through the Laura Spelman 
Rockefeller Memorial, two millions dollars 
by the State of North Carolina, two million 
dollars by the State of Tennessee, in which 
was included lands to the value of $500,000, 
and the balance contributed by a large num- 
ber of private individuals in North Carolina 
and Tennessee. 


Says 


side. 


STATE PLANTERS BANK AND TRUST 
COMPANY 


Resources of $39,724,818 are shown in the 
September 29th, financial statement of the 
State-Planters Bank & Trust Company of 
Richmond, Va., including loans and discounts 
of $20,943,000; stocks and bonds, $10,413,000 : 
cash and due from banks, $7,667,265. De- 
posits total $33,887,114; capital is $2,500,000 ; 
surplus, $1,500,000; undivided profits, $1,006,- 
923 and reserves for contingencies, $308,252. 
Julien H. Hill is president and Vice-president 
R. E. Cunningham is in charge of the trust 
department which is experiencing substan- 
tial growth. 


The sale of common stock at a loss and the 
immediate repurchase of Class A non-voting 
stock of the same corporation, is not a wash 
sale and the loss can be deducted for income 
tax purposes, under a recent ruling an- 
nounced by the Internal Revenue Bureau. 


The Marine Midland Trust Company of 
New York City reports deposits of »v2,451,- 
000 and resources of $92,409,000. 


A FEDERAL CORPORATION 


Union Trust Company 


OF THE DISTRICT OF COLUMBIA 
Capital - - - $2, 000,000.00 
Surplus and Undivided Profits - 870,000.00 

OFFICERS 

EpwAaRD J. STELLWAGEN President 
GEORGE E, HAMILTON......Vice-President, Attorney 

and Trust Officer 
GEORGE E. FLEMING. Vice-Pres. and Ass’t Trust Officer 
Warten &, TEARRAN.. .. s<iccs 0000s se Vice-President 
EDWARD L. HILLYER.V.-Pres. and 2d Ass’t Trust Officer 
Epson B. OLDs Vice-President and Treasurer 
IRVING ZIRPEL..Secretary and 3d Asst. Trust Officer 
W.. Pranx ©. FEBBRON.....cc6s Assistant Treasurer 
S. WILLIAM MILLER.............Assistant Treasurer 
G. ELMER FLATHER.............Assistant Treasurer 
Wrettaet BS, LOWS. .ccccicesvacend Assistant Secretary 
J. WESLEY CLAMPITT, JR 
WILLARD G. MCGRAW.........0.04 Assistant Secretary 





CONNECTICUT MUTUAL LIFE ISSUES 
NEW TYPE OF POLICY 

A policy which fits present-day conditions 
particularly well is the new Graded Premium 
Ordinary Life, recently announced by Peter 
M. Fraser, vice-president of the Connecticut 
Mutual Life Insurance Company. The new 
policy offers permanent protection for small 
initial outlay and will appeal to the man 
who may be temporarily short of funds or 
whose responsibilities have increased faster 
than his income. It eliminates to a large 
extent the disadvantages of term insurance, 
being but one policy with conversion unneces- 
sary. 

Premiums are conveniently graded during 
the first five years. The first annual pre- 
mium is about one-half the fifth, and the 
second, third and fourth are graded accord- 
ingly. The fifth and following premiums are 
level. Double Indemnity and Disability Bene- 
fits will be issued with the new policy, as 
well as any other agreement which is now 
regularly issued with the ordinary life con- 
tract. The new policy is especially attrac- 
tive when combined with the Family Income 
Agreement, a combination which enables the 
policyholder to enjoy especially complete pro- 
tection for an especially low cost during the 
earliest years. 


The Lawyers Mortgage Company of New 
York recently accepted a $210,000 permanent 
mortgage loan on the property located at 
332-340 East S4th street, New York City. The 
borrowing corporation is the Sanborn Realty 
Company, Ine. 

The Springfield Safe Deposit & Trust Com- 
pany of Springfield, Mass., reports trust de- 
partment assets of $53,030,660 and banking 
resources of $14,753,063. 








Official confirmation of plans for the mer- 
ger of the Bank of America, National Asso- 
ciation of New York with The National City 
Bank represents the largest and most impor- 
tant bank merger operation in New York City 
since the absorption of the Equitable Trust 
Company by the Chase National Bank in 
March, 1930. On the basis of the latest fi- 
nancial statements as of September 29th, 
this merger brings again into close contest 
the Chase National Bank and the National 
City Bank for premiership among the largest 
banks of the country and indeed of the world. 
Without making allowance for a natural 
modification of deposit totals, frequently due 
to duplications, in the process of merger, 
the combined deposits of the Bank of 
America and The National City Bank as of 
September 29th indicated a total of $1,579,- 
670,000 as compared with $1,670,000,000 de- 
posits reported by the Chase National Bank, 
as the leading bank of the country, under 
similar date. 

The merger plan which has been approved 
by directors of both banks, and which is 
practically assured of accomplishment by the 
fact that the approval of the Transamerica 
Corporation, which holds the majority stock 
interest in the Bank of America, carries with 
it extinction of the name and corporate ex- 
istence of the Bank of America which was 
founded in 1812 and was the second oldest 
bank in New York exceeded in age only by 
the Bank of New York & Trust Company. 
The operation also marks the first impor- 
tant step in the announced policy of the 
Transamerica Corporation, formed by A. P. 
Giannini as a holding corporation in 1928, to 
divest itself of controlling interest in the 
Bank of America of New York and the sepa- 
ration of banking from security affiiliates. 
It is interesting, however, to note that the 
eontrolling share holdings of the Trans- 
america Corporation in the Bank of America, 
amounting to 63 per cent, will be exchanged 
for shares of The National City Bank and 
will continue to be held by the Corporation 
for the benefit of its stockholders. 

Under the plan of merger, the stockholders 
of The Bank of America, N. A., will receive 
for each share held by them six-tenths of 
a share of the capital stock of The National 
City Bank. Such stock will be identical with 
the present outstanding stock and will carry 
with it proportionate interests in The Na- 
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MERGER OF THE NATIONAL CITY BANK AND THE BANK OF 
AMERICA, N. A. OF NEW YORK 





tional City Company and City Bank Farmers 
Trust Company. Stockholders of The Bank 
of America N. A. will also receive a distribu- 
tion in cash of approximately forty cents per 
share. The plan will not affect Bancamerica- 
Blair Corporation and stockholders of The 
Bank of America will retain, but in the form 
of separate certificates, the shares now held 
by them in Bancamerica-Blair Corporation, 
which will be separated from The Bank of 
America N, A. in the transaction. The Banc- 
america-Blair shares have a net usset value, 
based upon current value at September 30, 
1931 of securities held by that corporation, 
estimated at approximately $7 per share. 

Frederic W. Allen, Harry Bronner, Paul 
D. Cravath, Gayer G. Dominick, Hunter S. 
Marston and Martin S. Paine constitute a 
committee for the stockholders of The Bank 
of America N. A. to receive deposits for the 
purpose of carrying out the plan. Elisha 
Walker, chairman of Transamerica Corpora- 
tion, has announced that the board of di- 
rectors of Transamerica Corporation had 
authorized the deposit of the stock of the 
Bank of America (New York) held by Trans- 
america Corporation with the committee. 

On the basis of September 29th official 
statements, the merger involves aggregate re- 
sources of $2,103,068,000 of which The Na- 
tional City Bank holds $1,802,047,053 and 
The Bank of America, N. A., $301,021,000. 
The capitalization of both banks amounts to 
$296,381,000 of which The National City 
Bank holds $226,616,546 and The Bank of 
America $69,764,644 with total contingent re- 
serves of $8,616,532 of which The National 
City Bank has set up $6,907,968. It is ex- 
pected, however, that some adjustment in 
capital accounts will be necessary in con- 
nection with the exchange in par value in- 
volved in exchanging $25 par value Bank of 
America shares for $20 par value National 
City Bank shares and the increase in Na- 
tional City shares outstanding. 

A eash distribution of forty cents which is 
to be given to stockholders of The Bank of 
America will arise out of a technical detail 
connected with the transfer of the trust ac- 
counts of The Bank of America to the City 
Bank Farmers Trust Company. Under the 
law it will first be necessary to form a new 
trust company under a state charter with 
a specified amount of capital and then to 
merge this trust company into the National 
City organization. Upon completion of the 
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A Pennsylvania Fiduciary 


Every form of Fiduciary and Financial Service 
for Banks, Trust Companies, Corporations 
and Individuals. Ancillary Service for pro- 
bating Estates in Pennsylvania. 


A record of more than forty years 


Member 
Federal Reserve 
System 


Member 
Philadelphia 
Clearing House 


Capital, Surplus and Profits, over $19,000,000 


Intesrity Trust Company 


PHILADELPHIA 


merger of the trust business, the sum set 
aside as capital for the intermediate com- 
pany will be distributed to shareholders of 
The Bank of America. 

The merger will give The National City 
Bank the largest chain of branch banks of 
any bank or trust company in New York 
City, without making allowance for possible 
elimination of branches due to duplication 
in location. The National City now has 54 
branches in Greater New York and The Bank 
of America has 36, making a total of 90 
offices. In addition, The National City has 
approximately 100 foreign branches which 
are controlled directly or through subsidi- 
aries. 

It is understood that Charles E. Mitchell 
will remain as chairman of the consolidated 
National City Bank and that Gordon Rent- 
schler will continue as president. Arrange- 
ments will be made for a number of the 
executives of The Bank of America as well 
as directors to become associated with The 
National City Bank. It is interesting to 
note that both banks were organized in 1812 
after the government had declined to renew 
the charter of the old Bank of the United 
States. 





FORTY YEARS BANKING SERVICE IN 
SPOKANE 

The Old National Bank & Union Trust 
Company of Spokane, Washington, is one of 
the bulwarks of banking in the Pacific North- 
west. This organization now looks back upon 
a successful career of over forty years of 
service. The financial statement of Septem- 
ber 29, shows total banking and trust re- 
sponsibility of $68,000,000. The trust de- 
partment has assets of $39,224,057 under ad- 
ministration. The banking resources amount 
to $24,417,436 with deposits of $20,724,102. 
Capital is $1,500,000; surplus and profits 
$527,834. 


The Bank of Commerce & Trusts of Rich- 
mond, Va., has acquired the Union Bank & 
Federal Trust Company of that city. 

The Germantown Trust Company of Phila- 
delphia reports trust funds of $45,996,725 and 
banking resources of $26,416,725 with depos- 
its of $19,799,000; capital, $1,400,000; sur- 
plus, $3,600,000 and undivided profits of 
$736,296. 

The Central Hanover Bank & Trust Com- 
pany is featuring a so-called “Immediate 
Trust” which is an adaptation of the living 
or voluntary trust in providing management, 
protection and availability of cash savings. 
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CITY OF REFUGE, KOHALA, HAWAII 


A SOUND GROWTH 


Based on 31 Years’ Service 


TO HAWAII 
Capital, Surplus and Undivided Profits, $3,600,799.99 


Approximate Value of Real and Personal Property Under 
Our Control and Management, $75,000,000.00 


We do not transact a Banking Business 


HAWAIIAN TRUST COMPANY, Ltd. 


Established 1898 
HONOLULU, HAWAII 
The Oldest Trust Company in Hawaii 


UNITED STATES TRUST COMPANY OF WILL CONTEST IN WISCONSIN 
NEW YORK The Corporate Fiduciaries Association of 
The September 30th financial statement of Wisconsin at its recent annual meeting at 
the United States Trust Company of New Oshkosh adopted definite plans for a_ will 
York shows total banking resources of $90,- contest open to members of the senior law 
925,195, including due from Federal Reserve’ classes of the University of Wisconsin and 
Bank of New York, less offsets, $5,700,000; Marquette University. A different statement 
due from approved reserve depositories, less of facts is to be submitted to each class and 
offsets $12,295,825 stock and bond invest- judges are to be appointed later to decide 
ments $21,542,860 loans and discounts se- which competitor prepared the best will from 
cured by collateral $37,822,831 loans, dis- the viewpoint of testamentary policy, admin- 
counts and bills purchased not secured by istrative provisions, rhetorical expression, 
collateral $4,089,770 bonds and mortgages method of execution, ete. Two prizes are of- 
owned $7,390,651. Deposits total $59,434,- fered to the students of each university. It 
368. Capital is $2,000,000; surplus $24,000,- is hoped that the contest will arouse an in- 
000 and undivided profits $3,831,541. terest among the law students in testamen- 


The trustees of the United States Trust wid Smpention and pammenenied that rtd 
become aware of the advantages of adminis- 


Company recently accepted with regret the : 
i ti f Wilfred J. Worcester, vice tration by a corporate executor and trustee. 
“eS1lgni l ) "EL d- orcester, "1¢e- se ETA js 
ener on ¢ ; The Association formally adopted the 
president and treasurer of the Company, ten- schedule of Uniform Fees for trust services 
o 20 Pj F . Tory. a - ‘ se °e , “ 
dered on account. of ill health. Mr. Wor- which has been in preparation for the past 
cester was appointed assistant secretary in two years. “Lawyer-Trust Company Rela- 
1906 and secretary in 1912 and has been vice- _tionships’’ was the subject of an address de- 
president and treasurer since 1927. livered by E. J. Dempsey of Oshkosh. 
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BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 
Mgr., Estate Protection Dept., Paul S. Clark 
Agency, Fohn Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritativ ely 
the use of life insurance to preserve Stability in 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all 
aspects of the services, establishment, promotion 
and administration of insurance trusts. Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 


Address: 


TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 





RECOMMENDED PRACTICE WITH RE- 
GARD TO LIFE INSURANCE TRUST 
AGREEMENTS 


(Continued from pige 450) 

York, N. ¥.; €. ©. Prtpe, 
trust officer, Bankers Trust Company, New 
York, N. Y.; Frank G. Sayre. vice-president 
and trust officer, The Pennsylvania Company 
for Insurances on Lives and Granting An- 
nuities, Philadelphia, Pa.: Joseph W. White, 
trust officer, Mercantile-Commerce Bank & 
Trust Company, St. Louis, Mo.; Henry E. 
Sargent, Trust Division, American 
Bankers Association, secretary. 


sank, New 


secretary, 


THE MIDLAND BANK OF CLEVELAND 

Undivided profits of the Midland Bank of 
Cleveland as shown in the September 29th 
financial statement register an increase since 
June 30th from $177,851 to $247,707. Capital 
is $4,000,000 and surplus $2,000,000. Re- 
sources total $46,912,892, with deposits of 
$39,797,250. 


Francis H. Sisson, vice-president, Guaranty 
Trust Company of New York, and second 
vice-president of the American Bankers Asso- 
ciation, has been elected a trustee of his 
Alma Mater, Knox College, Galesburg, I11. 


Tulane University’s New Medical Unit 


NEW ORLEANS 


A Medical Center 


Tulane’s famous College of Medicine; 
Louisiana State University’snew medical 
College (now building); the study of trop- 
ical diseases;thelarge number of resident 
physicians and surgeons, many of whom 
are world renowned; Charity Hospital, 
and 14 other hospitals treating approx- 
imately 483,000 patients annually; all 
establish New Orleans as one of the fore- 
most medical centers in the world. 
Patients from all parts of the United 
States and foreign countries avail them- 
selves of New Orleans’ exceedingly 
healthful climate, exceptional hospttal fa- 
cilities and recognized medical talent. 


Hibernia Bank & Trust Co. 
New Orleans, U.S.A. 


ELEVEN ATLANTIC CITY BANKS MERGED 
INTO THREE 

Eleven banking units in Atlantie City, N. J. 
have recently been merged into three major 
organizations. The foremost group, in point 
of resources, is that represented by the Guar- 
antee Trust Company which has absorbed the 
Marine Trust Company, the Neptune Trust 
Company, Atlantic Safe Deposit & Trust 
Company and the Seaside Trust Company 
with aggregate resources of $18,000,000. The 
respective banks will be continued as 
branches of the Guarantee Trust Company, 
the president of which is Daniel S. White. 

The next largest merger embraces the Chel- 
sea National Bank, Second National Bank, 
and the Atlantic County Trust Company, 
forming the Chelsea-Second National Bank & 
Trust Company with $14,000,000 resources. 
The third group comprises the Equitable 
Trust Company, Pacific Avenue National 
Bank and the Chelsea Safe. Deposit & Trust 
Company under the title of the Equitable 
Trust Company with $8,000,000. resources. 
Mayor Harry Bacharach of Atlantie City is 
president of the latter institution. 
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In Alabama 


LACE your trust matters in the 
hands of Alabama’s oldest trust 
company for economical and expert 
management. Correspondence invited. 
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TRUST COMPANY AND THE PUBLIC 
(Continued from pige 440) 

Here, after all, is the thought which most 
concerns us at the present moment. The 
world, confronted by great difficulties of an 
economic character, is looking eagerly for 
leadership and the wide ramifications of 
trust service, together with the intimacy of 
its relations and the prestige of its record 
give it a particular opportunity in this re- 
spect. 

It seems to me that it should be, first of 
all, a stabilizing influence with the general 
public. This is a time when the minds of 
many are bewildered. There is a great out- 
put of nostrums for economic ills. Some of 
these are urged with much plausibility and 
the person who is untrained in financial 
matters finds them hard to evaluate. The 
present bears some resemblance to that of 
the free silver heresy in 1896. Just as clear- 
headed leaders at that time kept the public 
from being swept into financial error, so 
today is there need for keeping it aligned 
with principles of soundness.- Trust officers 
are chosen for financial judgment and mental 
balance. If they can stabilize the minds as 
well as conserve the resources of their army 
of clients the effect will be great in the ag- 
gregate. It will provide a solid nucleus for 
building a new prosperity. 


Conservers of Human Material as Well as 
Financial Resources 

Furthermore, well qualified trust officials 
are conservers of human material as well 
as of financial resources. This fact is not 
always recognized, indeed it often is prac- 
ticed unconsciously, but men and means are 
so interwoven in trust objectives that neither 
can be considered by themselves and, of 
course, the former must always have the first 
consideration. This means that there may 
arise conditions when trusts should be de- 


liberately limited in their application. Their 
effect should be that of conserving not of 
hampering and human capacity is ever the 
largest resource of the nation. The wise 
trust official will not fail to humanize his 
function by keeping in mind the real welfare 
of the trust beneficiaries, their development 
as well as their safeguarding. 

Finally, the business in its entirety, as well 
as in its detail, has an aspect that is pro- 
foundly significant. At a time when de- 
pression, shrinkage and distrust have lain 
like a pall over the face of economic affairs, 
trust service has shown a growth that would 
be calculated to attract attention even in a 
period of prosperity. This is less a matter of 
successful salesmanship than of public need. 
It represents an obvious desire on the part of 
multitudes for soundness, saneness and effi- 
ciency—for a service which has proved its 
title to trust. 

The Mercantile-Commercial Bank & Trust 
Company of St. Louis shows a strong liquid 
position in its latest financial statement with 
combined banking resources of $126,404,407 ; 
deposits, $107,588,619; capital, $10,000,000 ; 
surplus, $5,000,000, and undivided profits of 
$2,475,054. 

The charter for the incorporation of the 
$500,000,000 National Credit Corporation or- 
ganized in response to the plan proposed by 
President Hoover for banking relief, was 
filed by the Corporation Trust Company of 
New York in Delaware, through its Wilming- 
ton office. 

The Federal Government has levied an 
estate tax of $3,609,070.58 from the gross 
estate of $23,718,981.36 left by Edward W. 
Bok, on the basis of a recent tax appraisal. 

The Burlington County Trust Company 
and the Moorestown Trust Company of 
Moorestown, N. J., have been merged, com- 
bining resources of over $15,000,000. 
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[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
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LIFE INSURANCE PROCEEDS 
(Insurance payable to insureds estate 
and bequeath to his niece is subject to 
claims by creditors.) 

The wife, children and dependent relatives 
of an insured constitute a favored class with 
respect to the rights of an insured’s creditors 
to satisfy their claims out of the life insur- 
ance proceeds under the statutes of Tennes- 
But if the insurance is payable to the 
insured’s estate and is bequeathed to per- 
sons not members of the favored class, the 
proceeds become assets of the estate and sub- 
ject to creditor's claims. 

Here it was held that where an insured 
bequeathed to his niece, who was not a de- 
pendent, the proceeds of a policy of insur- 
ance on his life which by its terms was pay- 
able to the insured’s estate, the proceeds of 
the policy became assets of the estate and 
as such were subject to creditors’ claims. 
The court said, in part: 

“In a contest between creditors of the in. 
sured and a legatee of his insurance, who is 
not within the favored class created by th» 
statutes, the intention of the testator is im- 
material. The creditors take contrary to his 
intent, unless the statute operates to defeat 
them. In the case at bar, the testator has 
by the use of apt words diverted the fund 
from the class favored by statute, for whom 
exempetion was created, and, having done so, 
he has rendered statute inapplicable. 

“* * * Exclusion of the favored class by 
the will of the insured destroys the exemp- 
tion, and the insurance becomes assets of 
the estate, from which creditors may not be 
excluded by a bequest to a person or persons 
not within the scope or purview of the statu- 
tory exemption. The bequest will, of course, 
earry to the legatee any surplus of the in- 
surance after the debts of the estate are sat- 
isfied.”—Sparkman-Thompson vs. Chandler. 
Supreme Court of Tennessee. 


see. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


POWER OF REVOCAVION 
(Where settlor of a trust reserves 
right to dispose of the remainder of a 
revocable trust by will, but gives the re- 
mainder to next of kin, if no will is 
made, consent of the next of kin is re- 
quired for revocation. ) 


The New York Personal Property Law, 
Sec. 23, provides that the settlor of a living 
trust can revoke if he secures the consent 
of all parties in interest. It was held here 
that where the settlor of a living trust di- 
rected that the corpus at his death be dis- 
tributed as his last will and testament 


should direct, and in default of a will, to 


his next of kin, the trust was irrevocable by 
the settlor without the consent of all his 
next of kin. 

The court based its decision upon Witte- 
more vs. Equitable Trust Company, and said, 
in part: “In the present case the settlor 
(plaintiff) provided for the payment of the 
income to himself, as life beneficiary and 
that upon his death, the trustee should pay 
the principal (1) as directed by his will, 
and (2) if he left no will, the trustee should 
pay the principal to his next of kin, that is, 
those who would take under the Statute of 
Distributions; (3) no provision was made 
for paying the principal to any grantee or 
assignee of the settlor, in fact he expressly 
provided (though this provision is not con- 
trolling) that the trust was irrevocable and 
expressly surrendered all right and power to 
amend, modify or revoke the trust during 
his lifetime. He not only expressed an in- 
tent that the agreement should be irrevocable 
but he did that which was necessary in law 
to make it irrevocable, viz., he created bene- 
ficial interests in remainder which could be 
cut off only by his will; (4) he made a full 
and formal disposition of the principal; he 
provided for every contingency and in no 
event can there be any uncertainty upon his 
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death as to who will take the principal. His 
daughter will take, if living, otherwise his 
other next of kin; (5) he reserved only the 
power of disposition by will.” 

“We think that his intention as expressed 
by the trust agreement was to entirely di- 
vest himself of any power or control over the 
principal except by his will and that his next 
of kin are beneficially interested in the trust 
and their consents therefore, necessary to its 
revocation.”—Hammond vs. Chemung Canal 
Trust Company, Supreme Court, New York, 
July 23, 1931. 


SALE OF TRUST PROPERTY 
(The court will order sale of trust 
property, forbidden by will, where in 
come is insufficient to pay carrying 
charges. ) 


The right of a court of equity to authorize 
such changes in the handling of trust prop- 
erty as common sense and good reason dic- 
tate, even in the face of contrary provisions 


in the instrument creating the trust, when 
untoward and unforeseen exigencies arise 
has been asserted by the courts of many 
jurisdictions. Here the court authorized the 
sale of real estate devised in trust though 
the will directed that it should not be sold 
or mortgaged during the trust term, where 
the building on the property was destroyed 
by fire and the income was insufficient to 
pay the taxes and other charges. The court 
said, in part: 

“The first question presented is whether, 
when the will directs that the trustees and 
the life tenants shall not sell or mortgage 
property, but shall keep and hold it intact, 
a court of equity has jurisdiction and power 
to authorize a sale, when it appears that the 
building on the property has been destroyed 
by fire, the proceeds from the insurance are 
insufficient to rebuild, and the taxes anid 
other charges each year are far in excess of 
the income. Frequently, through an over- 


abundance of caution, accompanied by a lack 
of foresight to provide for contingencies, the 
testator directs that his hand, though stilled 
by death, shall continue to conduct and con- 
trol his property. When untoward and un- 
foreseen conditions and exigencies arise, has 
a court of equity the inherent power to take 
into consideration, not only what would have 
been the wishes of the testator, but also what 
will safeguard the trust fund for the heirs? 
Under the circumstances presented in this 
case, may the court decree such changes as 
common sense and good reason dictate? A 
long line of cases has established the prin- 
ciple that, when such an unusual exigency 
arises in regard to the method of handling 
the property or the corpus of the trust fund, 
it is the right and duty of a court of equity 
to authorize such changes. 

“Exigencies often arise not contemplated 
by the party creating the trust, and which, 
had they been anticipated, would undoubt- 
edly have been provided for, where the aid 
of the court of chancery must be invoked to 
grant relief imperatively required; and in 
such cases the court must, as far as may be, 
occupy the place of the party creating the 
trust, and do with the fund what he would 
have dictated had he anticipated the emer- 
gency. * * * From very necessity a power 
must exist somewhere in the community to 
grant relief in such cases of absolute neces- 
sity, and under our system of jurisprudence, 
that power is vested in the court of chan- 
cery.’—Young vs. Young, Supreme Court, 
Michigan. 


Julien H. Hill, president of the State- 
Planters Bank & Trust Company of Rich- 
mond, Va., and who is also president of the 
Virginia State Chamber of Commerce, has 
been appointed to direct the Virginia organi- 
zation of the National Credit Corporation 
which is to raise the $500,000,000 fund re- 
quested by President Hoover. 
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WHEN TRUSTEES ARE CALLED UPON 
FOR DISCRETION 


(Continued from pize 434) 
judgment, because, as one judge said: “It 
would be a harsh rule to hold a trustee for 
an error of the court.” (Fraziers Exrecutors 
vs. Page, 82 Ky. 73.) METROPOLITAN 
Difficult Problems of Investment TRU ST SE RVICE 


Little has been said in this discussion throughout California 
about the investment powers and duties of 
trustees. The most difficult of all problems 
to be met by the trustee of today is how best 
to invest the funds under his care, The 
subject is discussed at nearly every meeting 
of trust officers, and treatises, learned and 
otherwise, have been written upon it. In 
many cases the trustee is under a mandate 
to exercise this most important of all dis- 
cretionary powers and the consequences of 
discretion misused or abused may be most 
serious, both to trustee and beneficiary. 


VAWAWAWAVAWAV/AVi0 
RENORONONGION ONE 


There is need that trustees should think, 
not only in terms of today, but also in the 
light of yesterday’s experience, not failing 
to anticipate, so far as that power is given 
to the human mind, what the future may 
hold. It is the greatest of all discretionary d 
powers and the responsibility for it is equally | In 243 California cities in which 
large. To the extent that the responsibility I= : 
is met by the trust company of today will it there are Bank of America 


merit and receive the confidence of society branches you and your clients 
and the protection of the courts. : : 
may secure metropolitan fidu- 


ciary service— complete, indi- 
aaa porto nn re vidual and interested — super- 
ontinued from page 469) 


tained by taking that percentage of the total |S vised by the Bank of America 


which is found by dividing the present value | Trust Departments in Los 
of the tenant’s estate by the present value H 
of an estate of the same form as that of the ! Angeles and San Francisco. 


tenant except that it is limited for a period : ° 
; rther information, you 
corresponding to the reasonably expected du- For furt »y 


ration of the improvement. The computation are invited to address our Los 


of present values of the estates shall be made i 

on the expectancy basis set forth in the Angeles of San Francisco offices. 
[American Experience Tables of Mortality] 
and no other evidence of duration or expec- 
taney shall be considered. 
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Bank of America; 


National Trust & Savings Association 


(Note: The final sections of the act from 
14 to 17 provide for uniformity of interpreta- 
tion by the states: designation of short titles 
as “Uniform Principal and Income Act”; 
Repeal of all acts or parts of acts which are 
inconsistent with the provisions of the uni- 
form enactment and time of effect as apply- 
ing to all estates or tenants or remaindermen 
which become legally effective after date of TUI-r 


act becoming effective.) 5B) BY BV BY BV BV BBV BVI BV BV BNI BBV BV BV BVC BY BVDV BV BV BV BY BBY BY 


CALIFORNIA 


Bank of America National Trust & Savings 
Association... 4 National Bank and Bank of 
America...a California State Bank are identical 
in ownership and management... 415 
offices in 243 California cities. 
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CHEMICAL BANK OPENS OFFICE IN NEW 
WALDORF-ASTORIA HOTEL 

The Chemical Bank & Trust Company of 
New York has opened its new office in the 
Waldorf-Astoria Hotel, bringing together two 
old institutions with backgrounds of fine 
tradition and records of consistent progress. 
The Chemical Bank, throughout its 107 years 
of conservative operation has shown a 
gradual and wholesome growth. Founded in 
1824, it has developed into an institution with 
total resources of over a half billion dollars. 
The statement of June 30th last showed a 
2apital of $21,000,000.00, surplus of $40,000,- 
000.00, and undivided profits of $4,260,926.38. 
Deposits amounted to $379,776,335.54 with 
total assets of $520,232,972.06. 

The Chemical Bank’s Waldorf-Astoria 
office, to which direct access is available from 
the lobby of the hotel, is a complete banking 
unit. Provision has been made for every 
banking and trust facility, safe deposit vaults 
on the street level, a women’s department, 
night depository facilities and other features 
for the convenience of its customers. In 
addition to the new Waldorf-Astoria office, 
the Chemical has eleven branches located 
conveniently in Manhattan, and one in Brook- 
lyn. The office at Lexington Avenue and 47th 
Street has been discontinued and its activi- 
ties transferred to the new Waldorf office. 


New Waldorf-Astoria, in which the Chemical 
Bank and Trust Company of New York has 
opened a branch Office. 
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CHECKS THAT COMMAND RESPECT 
. .. stand out in the day's run of financial 
transactions . . . bear the distinctive wavy 
lines of La Monte National Safety Paper. 


[ 


You can give your checks this added 
distinction . . . this safety, crisoness and 
durability by specifying La Monte on your 
next order. 

George La Monte & Son, 61 Broad- 
way, New York City. Also branch offices 
in Chicago, Cleveland, Kansas City, St. 
Louis, Atlanta, Dallas, San Francisco, and 
Baltimore. 


LA MONTE NATIONAL SAFETY PAPER 


FOR CHECKS « Identified by wavy lines 





BURROUGHS TRUST MACHINE PUT TO 
THE TEST 

Sufficient time has elapsed since the Bur- 

roughs Adding Machine Company of Detroit 

first announced the completion and availa- 


bility of its new Burroughs Trust Machine 


to test and determine its advantages in ac- 
tual operation. Perhaps the best proof of 
its adaptability and usefulness in facilitating 
the accounting of trust department opera- 
tions, is the fact that the company has re- 
ceived numerous “repeat” orders from large 
as well as smaller trust departments where 
increasing volume of business called for 
larger equipment. Another significant de- 
velopment is that this device has proven of 
such flexible character as to render it of 
value to the small as well as large trust 
departments. The ease, speed and accuracy 
with which records are posted, the writing 
of related records at one time and the im- 
proved service ottered by having information 
kept up to the minute, make this machine 
an important factor in trust department 
work. It affects economies in operation 
which is an important consideration, espe- 
cially at this time. 
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New York 


OLD NEW YORK BANKING LANDMARK 
TO DISAPPEAR 

Wrecking and removal of the old-fashioned 
building at the head of Wall street at Broad- 
way, occupied for half a century as the home 
of the First National Bank of New York, at- 
tracts a great deal of attention. The deci- 
sion to abandon this landmark came rather 
suddenly when the city building department 
notified the officers of the bank that the 
building was no longer safe and would have 
to be torn down immediately. Within a few 
hours after this notification the First Na- 
tional Bank transferred its business to the 
new thirty-story building of the National 
City Company at 52 Wall street, where busi 
ness will be temporarily conducted. Mean- 
while no definite plans have been announced 
as to new building for this valuable site. 

Considerable sentiment attaches to the old 
First National building. It stood alone and 
conspicuous because of its old-style architec- 
ture among the surrounding modern sky- 
scrapers. The private office occupied for 
nearly half a century by the late George F. 
Baker, was one flight up from the main en- 
trance and overlooked the graveyard of Trin- 
ity Church. Aside from the impairments of 
age, the fate of the old building was prob- 
ably hastened by the blasting operations oc- 
casioned last year by the construction of the 
Irving Trust Company building on the op- 
posite corner and the adjacent construction 
work which is now going on in connection 
with the new additions to the Bankers Trust 
Company building. 


The New York Trust Company reports 
under date of September 29th total resources 
of $383,987,274; deposits $307,555,017; capi- 
tal surplus and undivided profits of $48,- 
118,244. 

The Chase National Bank of New York 
has been appointed transfer agent for the 
capital stock of Newport Industries, Ine. 


CHASE BANK PROFITS WELL IN EXCESS 
OF DIVIDENDS 

Indicated profits of the Chase National 
Bank of New York for the past three months 
were well in excess of dividend requirements, 
according to the statement of condition as of 
September 29th, made public today in re- 
sponse to the call of the Comptroller of the 
Currency. After provision for the quarter’s 
dividend requirements of $7,400,000 and an 
increase in reserves of $1,821,000 during the 
period, the statement showed a gain in un- 
divided profits of $1,569,000 over the June 
30th figures. Total undivided profits as of 
September 29th amounted to $30,150,000 and 
total reserves to $16,540,000. Total capital 
funds on that date were $326,000,000. 

Total resources of the bank, as shown in 
its latest statement, are approximately 
$2,215,000,000, while deposits stand at $1,670,- 
000,000. Among its resources, the bank lists 
cash and due from banks of $391,336,000 ; 
U. S. Government securities of $234,846,000 ; 
and loans and discounts of $1,203,000,000. 


GUARANTY TRUST STATEMENT SHOWS 
GAIN IN EARNINGS 

The condensed statement of condition of 
the Guaranty Trust Company of New York 
as of September 30, 1931, shows deposits of 
$1,280,742,053.27, total resources of $1,717,- 
584,871.27, and total capital account of $298,- 
454,590.33. The latter figure comprises capi- 
tal of $90,000,000 surplus fund of $170,000,- 
000 and undivided profits of $38,454,590.33, 
which reflects a gain in undivided profits of 
$1,011,793.09 since the beginning of the pres- 
ent year, and a gain of $1,063,333.28 since 
the statement of September 24, 1930. De- 
posits show an increase of $100,156,743.30 
over the statement of the corresponding quar- 
ter a year ago. 


The Irving Trust Company of New York 
reports total resources of $713,291,846; de- 
posits $537,775,000; capital, surplus and un- 
divided profits of $125,459,394. 
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BANK OF MANHATTAN TRUST COMPANY 

An increase of over five and a half millions 
in resources is shown in the September 30th, 
financial statement of the Bank of Manhat- 
tan Trust Company of New York as com- 
pared with June 30th, and bringing total to 
$541,677,012. The stability of the company’s 
banking operations is further reflected in de- 
posits which have remained practically at 
$454,000,000 during the third quarter. Capi- 
tal is $22,250,000; surplus, $40,000,000; undi- 
vided profits, $10,804,233 with reserve for 
contingencies of $1,325,000. 

To provide for its increase in business 
and better to care for the growing Allerton 
section of the Bronx which it serves, the 
Bank of Manhattan Trust Company has re- 
placed older structures with a modern bank- 
ing building at White Plains and Allerton 
avenues. The new quarters were opened for 
business on September 21st. The new build- 
ing is of limestone with black marble at the 
entrance. A marble medallion representinz 
Oceanus, trademark of the Manhattan Com- 
pany since its organization in 1799, is over 
the main door. 


MERGER OF LIBERTY NATIONAL AND 
HIBERNIA TRUST COMPANY 
Following shortly upon announcement of 
the big ‘merger between the Bank of America 
and The National City Bank of New York, 
another merger operation was made known 
which will bring together the Hibernia Trust 
Company and the Liberty National Bank & 
Trust Company, uniting banking resources of 
approximately $46,000,000. The Liberty Na- 
tional will be absorbed by the Hibernia Trust 
Company under the title of the latter. 


In spite of the depression, 238,325 new 
school savings accounts were opened by pu- 
pils in the city of New York in the last 
school year, bringing the number of open 


Io 


active accounts to more than 696,738. 


GAINS BY CENTRAL HANOVER BANK 
& TRUST COMPANY 

One of the few banking institutions in 
New York City to record a gain in deposits 
during the third quarter of the year, is the 
Central Hanover Bank & Trust Company 
which shows an increase of over $33,000,000 
during the period from June 30th to Sep- 
tember 30th, to aggregate of $680,066,006. 
The item of undivided profits also shows an 
increase during the same period from §25,- 
630,600 to $24,303,033, with capital at $21.- 
000,000 and surplus of $60,000,000. Resources 
total $840,663,150. 

Alterations in the main office and adjacent 
building of the Central Hanover at 60, 62 and 
70 Broadway, have proceeded so _ rapidly 
that the moving of departments to more ¢com- 
modious quarters has been completed ahead 
of schedule. The largest single move was 
the transfer of the personal trust department 
from 70 to 60 and 62 Broadway. Next in 
magnitude was the move of the foreign de- 
partment from the fourth to the seventh floor 
of 70 Broadway. All changes were accom- 
plished with no interference to routine. 


EXCELLENT STATEMENT BY BANKERS 
TRUST COMPANY OF NEW YORK 


Aggregate resources of $804,424,780 are 
shown in the September 30th financial state- 
ment of the Bankers Trust Company of New 
York with a distribution characteristic of the 
conservative management of this organiza- 
tion. Cash on hand and due from banks 
amount to $83,809,107 ; exchanges $49,969,720 ; 
demand loans $123,051,269:; time loans and 
bills discounted $292,486,912; U. S. govern- 
ment securities, at market value, $151,624,506 ; 
state and municipal securities, at market 
value, $12,639,476 ; other bonds and securities 
at market value, $12,074,520; deposits total 
$632,278,008. Capital is $25,000,000; surplus 
$50,000,000 and undivided profits $37,875,631. 
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M. N. BUCKNER HEADS NEW YORK 
CLEARING HOUSE 

At the recent seventy-eighth annual meet- 
ing of the New York Clearing House Associa- 
tion, Mortimer N. Buckner, chairman of the 
New York Trust Company, was elected presi- 
dent, succeeding Jackson E. Reynolds, presi- 
dent of the First National Bank. Charles 
S. McCain, chairman of the Chase National 
Bank, was elected chairman of the Clearing 
House Committee and Charles W. Weston 
was re-elected secretary. Eugene W. Stetson, 
vice-president of the Guaranty Trust Com- 
pany, was elected chairman of the confer- 
ence committee; William S. Gray, Jr., vice- 
president of the Central Hanover Bank & 
Trust Company, was elected chairman of the 
nominating committee; William A. Simonson, 
vice-president of National City Bank, chair- 
man of committee on admissions and Edwin 
G. Merrill, chairman of Bank of New York 
& Trust Company, chairman of the arbitra- 
tion committee. 

There are now eight 
state bank and fifteen trust companies, in 
addition to the Federal Reserve Bank and 
the Clearing House City Collection Depart- 
ment, or a total of twenty-six institutions 
having membership in the Clearing House. 


national banks, one 


NATIONAL CITY OPENS BRANCH IN 
INSURANCE DISTRICT 


The National City Bank of New York has 
opened a new branch office which is located 
in the heart of the downtown insurance dis- 
trict at 130 William street, where all the 
facilities of the organization will be avail- 
able. This will be known as the William 
Street Branch. 


Newly opened branch of the National City Bank of New 
York in the Insurance District at 130 William Street 
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Rochester’s oldest trust company, 
located at the heart of the financial 
district, offers complete banking, 
trust and safe deposit service. 

Capital and Surplus... .$ 4,590,000 
ROSOUTCES.......c<c cece ct $50,000,000 


ROCHESTER TRUST 


and Safe Deposit 


COMPANY 


Main Street West and Exchange 


ROCHESTER, NEW YORK 


Leo N. Shaw, an assistant vice-president of 
the National City Bank, has been elected a 
vice-president. He became associated with 
the National City organization in 1917 and 
has been active for the bank in Russian ter. 
ritory. Announcement is also made of the 
election of Bernard A. Duis as vice-president. 
William Niller has been elected an assistant 

vice-president, with headquarters in 
Washington, D. C. James A. Mae- 
kay, assistant comptroller, has been 
appointed assistant vice-president. 


EMPIRE TRUST COMPANY 
OF NEW YORK 

The Empire Trust Company of 
New York has transferred an addi- 
tional $1,500,000 from surplus and 
undivided profits account to reserve 
for contingencies, the unused por- 
tion of which is shown at $965,828 
in the September 30th financial 
statement of the company, leaving 
surplus and undivided profits of $5,- 
054,645 and capital of $6,000,000. 
Banking resources total $89,653,654 
and deposits $76,806,474. 
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GEORGE O. EVERETT ELECTED 
ASSISTANT VICE-PRESIDENT 


In according official status to those who 
direct the advertising and new business the 
banks and trust companies are observing a 
policy which is both wise and logical. In in- 
creasing number bank managements have 
accorded official titles to their new business 
and advertising managers. The latest addi- 
tion to the list is George O. Everett who 
has been elected assisted vice-president of 
the Citizens Trust Company of Utica, New 
York. This recognition comes as a measure 
of closer alignment between the publicity 
and advertising departments with the execu- 
tive management and also because of the 
outstanding achievements of Mr. Everett as 
an authority on bank advertising and a suc- 
cessful director of new business. 


GEORGE O. EVERETT 
Who has been elected Assistant Vice-president of the 
Citizens Trust Company of Utica in charge of new business 


Since Mr. Everett became associated with 
the Citizens, he has received signal and na- 
tional recognition on six of his advertise- 
ments on the basis of merit. He is a native 
of Worthington, Mass., and served in the 
navy during the World War. He is a gradu- 
ate of the University of Pennsylvania School 
of Finance and Commerce and has taught in 
evening and extension schools on the sub- 
ject of advertising. His first advertising 
experience was with Batten, Barton, Dur- 
stine & Osborn of New York, where he served 
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particularly the accounts of the Equitable 
Trust Company of New York and the Phoenix 
Mutual Life Insurance Company, as well as 
the Fidelity Union Title and Mortgage Guar- 
antee Company. Next he became advertis- 
ing manager of A. B. Kirschbaum Company, 
manufacturers. In 1928 he returned to the 
financial advertising field with the firm of 
Edwin Bird Wilson, Inc. 

The Citizens Trust Company of Utica is 
one of the most successful up-state trust 
companies with banking resources of $28,- 
133,000; deposits of $20,648,000, trust depart- 
ment assets of $17,396,000; capital, $1,625,- 
000; surplus and undivided profits of $1,132,- 
SS2 and reserve for contingencies of $590,346. 


Former Governor Alfred E. Smith recently 
announced as chairman of the County Trust 
Company of New York that the directors of 
the company have directed the transfer of 
$1,500,000 from surplus to reserves to cover 
all depreciation in market value of securi- 
ties held by the trust company. 

“Guarding Your Business from Death” is 
the title of an article by C. Alison Scully, 
vice-president of the Bank of Manhattan 
Trust Company of New York, appearing in 
the current issue of Nation’s Business. 
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MARINE TRUST COMPANY ADDS FIVE 
AND HALF MILLION TO RESERVES 
Consistent with its conservative policy the 

board of directors of the Marine Trust Com- 

pany of Buffalo have authorized an addition 
of $5,500,000 to its reserve for contingencies 
and transferred from undivided profits. This 
brings total reserve for contingencies to $7,- 

047,937 as compared with $2,142,700 on June 

80th. The financial statement as of Septem- 

ber 29th evidences the strong position of the 
company. 

The directors of the Marine Trust Com- 
pany mourn the death of one of their most 
highly regarded associates, Mortimer B. Ful- 
ler, who became a director of the Columbia 
National Bank in 1909 and upon the merger 
of that bank with the Marine in 1914, con- 
tinued to serve on the board of the consoli- 
dated bank. 

The Marine Trust Company, composed of 
employees, has elected Richard Harlock as 
president for the ensuing year. 


NEW YORK BANKS ENGAGE IN EMER- 
GENCY EMPLOYMENT RELIEF 

Eight chairmen and vice-chairmen of the 
Emergency Unemployment Relief Commit- 
tee’s Division of Commerce and Industry 
have been named to organize solicitation 
among the financial institutions of the city, 
as announced by Bayard F. Pope, vice-chair- 
man of the committee. Those who will un- 
dertake this work, and the divisions for 
which they will be responsible, are as fol- 
lows: 

Banks and Trust Companies: Chairman, 8. 
Sloan Colt, Bankers Trust Company; vice- 
chairman, H. F. Gibson, Central Hanover 
Bank & Trust Company. 

Savings Banks: Chairman, James R. Trow- 
bridge, president Franklin Savings Bank; 
vice-chairman, Wandell Mooney, Chemica! 
Bank & Trust Company. 

Investment Bankers: Chairman, John W. 
Cutler, E. B. Smith & Company; vice-chair- 
man, Wilson J. McLaughlin, Dillon Read & 
Company. 

Committees have also been appointed for 
finance companies and personal loan com- 
panies. 


The Citizens Trust Company of Utica, 
N. Y., is named as executor and trustee in 
the will of the late William I. Taber, for 
many years president and later chairman of 
the board of the company. 

Merger of the First National Bank of 
Great Neck, L. I., and the Great Neck Trust 
Company, has been approved. 


Qualified to Act for You 


in Connecticut 


This bank is admirably equipped 
to act in any fiduciary capacity 
for banking institutions, corpo- 
rations or individuals desiring 
assistance in the administration 
of estates in Connecticut. 


Resources $46,000,000 
Capital and Surplus $10,000,000 


HARTFORD NATIONAL BANK. 
& TRUST COMPANY | 


Hartford, Connecticut 


UNITED STATES SUPREME COURT 
SERVICE 


The Corporation Trust Company of New 
York announces an enlargement and exten- 


sion of its Supreme Court Service. This 
service includes in a convenient loose-leaf 
binder, indexed and cross-indexed for quick 
accessibility, the titles of all cases as ren- 
dered; digest of the question involved in 
each case and designation of how the case 
reached the court. There are notations of 
arguments or motions and digest of written 
opinions. There is mailed to each subscriber 
on every decision day through the term, cur- 
rent reports on orders, motions, arguments 
and digests of opinions all prepared so as to 
make a complete history of the progress of 
each case. The service also includes com- 
plete official printed text of each opinion 
mailed within the week in which it is an- 
nounced. Arrangements may also be made 
to receive telegraphic advices. 


Norman B. Tyler, assistant secretary at 
the 84 Broadway, Brooklyn office of the 
Manufacturers Trust Company of New York 
recently celebrated his 50th anniversary of 
service with that institution and its prede- 
cessor, the Manufacturers National Bank. 
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BOND AND MORTGAGE GUARANTEE CO. 

The current issue of “Title Topics,” issued 
by the Title Guarantee & Trust Company of 
New York, contains an article by Vice-presi- 
dent W. B. Clarke of the affiliated Bond and 
Mortgage Company which describes the set- 
up and functions of that company for the 
benefit of employees who have recently joined 
the ranks of the organization. Although the 
Sond and Mortgage Company is a separate 
corporation it is under the same management 
and occupies the same offices as the Title 
Guarantee & Trust Company. The affiliated 
company handles the guaranteed mortgages 
which are sold by the Title Guarantee & 
Trust Company. The company now has capi- 
tal and surplus of over $21,000,000 with out- 
standing guaranteed mortgages amounting to 
more than $900,000,000. The article also ex- 
plains the system employed of issuing guar- 
anteed first mortgage certificates in denomi- 
nations as small as $200 which represent 
participations in a guaranteed first mortgage. 


The City Bank Farmers Trust Company 
of New York, which confines its activities 
chiefly to fiduciary business, as affiliation of 
the National City Bank, reports resources 


under date of September 30th, of $65,806,701 ; 
deposits of $41,455,233; capital, $10,000,000; 
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surplus and undivided profits, $12,745,546. 


INDEPENDENCE IN HANDLING TRUST 
INVESTMENTS 

Trust Company of New 
itself with exceptional 
during the brief period since it 
opened for business. The development of 
this company is attended with unusual in- 
terest as an organization which devotes it- 
self exclusively to the handling of trusts and 
fiduciary accounts. The company accepts 
checking and time deposits only when they 
involve no commercial credits, thus enabling 
the management to give personal and undi- 
vided attention to serving their clients. An- 
other characteristic is that the Fiduciary 
Trust Company is not aligned with any bank- 
ing group and has no security dealers on its 
beard of directors. The organization is es- 
pecially equipped to handle fiduciary busi- 
ness that may be confided to it by out-of- 
town banks and trust companies. 


The Fiduciary 
York has acquitted 
success 


The Commercial National Bank & Trust 
Company of New York reports resources of 
$102,265,000 and deposits of $64,454,418. 


E. FRED JOHNSON 


Vice-president, Exchange Trust Company of Tulsa, who 
has been elected President of the Chamber of Commerce 
of Tulsa, Oklahoma 
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Dhiladelphia 


Special Correspondence 


FLAGRANT MISUSE OF THE TITLE 
“TRUST COMPANY” 

The frequent appearance of the title “trust 
company” in the announcement of the failure 
or suspension of banks in this city and state 

gain urges the need for more strict legisla- 
tion or exercise of supervisory powers which 
will insure the protection of this title, In 
Philadelphia, especially, the title “trust com- 
pany” has acquired a significance which is 
associated with conservatism and responsi- 
bility built upon generations of experienced 
management. Only too often the more recently 
organized banks have appropriated the name 
“trust company” purely to lead the public to 
believe that they conduct the same type of 
business as the older trust companies. Ex- 
cept in a few cases the institutions which 
have been taken over by the State Banking 
Department within recent months, have not 
the least claim to operating as trust com- 
panies in the real sense of that designation. 
They neither attempted to conduct trust busi- 
ness or possessed the necessary equipment. 

More than 95 per cent of the aggregate 
trust funds reported by Philadelphia trust 
companies, amounting to approximately three 
billions of dollars, is conducted by ten of the 
largest institutions. All of these trust com- 
panies stand high in the faith and confidence 
of the community. It is among the remain- 
ing two score or more of local banks, most 
of them including the words ‘trust company” 
in their corporate titles, that the recent fail- 
ures or suspensions are numbered. In the 
few cases where trust funds are involved 
the business of the trust department has 
not been affected by the insolvency of the 
banking departments and the funds are intact 
or trust creditors are well secured. 

The conviction is gaining ground among 
local trust officers that only such institutions 
should be permitted to use the title “trust 
company” as are qualified to accept and per- 
form fiduciary responsibility. It is signifi- 
cant that of the fifteen banking suspensions 
which have occurred in this city and environs 
during the last few months, all of them bore 
the words “trust company” in their titles, 
whereas only three or four actually conduct- 
ed trust business. In view of this flagrant 
misuse of title it is regarded as necessary in 
the public interest and to protect trust ad- 
ministration that Pennsylvania should take 
the lead in drafting strict legislation which 
will confine the title to institutions which are 
trust companies in the proper sense of the 
designation. 
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GAINS REPORTED BY THE PENNSYL- 
VANIA COMPANY 


During the current year to September 30th 
The Pennsylvania Company for Insurances 
on Lives and Granting Annuities of Philadel- 
phia has recorded an increase in personal 
trust funds under administration from $753,- 
681,883 to $825,921,719, a gain of over $72,- 
000,000. Corporate trusts amount to $1,987,- 
604,420. Banking resources total $271,5835,- 
641, including cash and deposit with Federal 
Reserve Bank, $13,435,642; due from banks 
and items in process of collection, $23,369,- 
214; clearing house exchange, $6,258,519; 
U. S. Government securities, $40,086,804 ; 
short term securities, $17,358,640; other in- 
vestment securities, $28,308,073; demand 
loans upon collateral, $81,049,860; time loans 
on collateral, $20,140,637 ; commercial paper, 
$22,481,886, and reserve fund of $9,609,318 
for the protection of ‘cash balances in trust 
accounts.” Deposits total $211,346,313. Cap- 
ital is $8,400,000; surplus, $27,000,000; un- 
divided profits, $3,774,606, and reserve for 
contingencies, $6,801,256. 


The Tradesmens National Bank & Trust 
Company of Philadelphia reports trust funds 
of $40,525,000. 
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BANKING ADVISORY COMMITTEE ON 
LIQUIDATIONS 

Because of the unreasoning hysteria and 
withdrawal of deposits for purposes of 
“hoarding” caused by the closing of small 
outlying institutions, the Philadelphia Clear- 
ing House Association, issued a public state- 
ment calling upon all banks and trust com- 
panies, including mutual savings banks to 
require notice before time deposits and sav- 
ings are withdrawn. To further aid in the 
State Banking Department in securing relief 
for depositors of closed banks, a Committee 
on Liquidation enlisting leading bankers and 
trust company officers of the city, has been 
formed to cooperate with the State Banking 
Department. This committee consists of the 
following: 


Charles C. Calwell, president of the Corn 
Exchange National Bank & Trust Company. 

William P. Gest, chairman of the board of 
the Fidelity Philadelphia Trust Company and 
secretary of the Philadelphia Clearing House 
Association. 

Livingston E. Jones, president of the First 
National Bank of Philadelphia. 

Howard Loeb, chairman of the board of 
the Tradesmen’s National Bank & Trust 
Company. 

John E. McCarthy, president of the Real 
Estate Trust Company. 

Effingham B. Morris, chairman of the 
board of the Girard Trust Company. 

C. S. Newhall, executive vice-president of 
the Pennsylvania Company for Insurance on 
Lives and Granting Annuities. 

J. Willison Smith, president of the Real 
Estate-Land Title & Trust Company. 

Joseph Wayne, Jr., president of the Phila- 
delphia National Bank, and president of 
the Philadelphia Clearing House Associa- 
tion. 

Parker S. Williams, president of the Provi- 
dent Trust Company. 


NEW LAW EXTENDS SAVINGS 
INVESTMENT LIST 

Under the provisions of the bill recently 
signed by Governor Pinchot, legal require- 
ments for investments of savings banks and 
savings institutions in Pennsylvania char- 
tered under the general or special acts of 
Assembly of the Commonwealth have been 
considerably broadened. The change permits 
investments in utility, railroad, equipment 
and telephone bonds. The act, however, ac- 
cording to savings bank officials, applies to 
only two savings banks in the state, the First 
Penny Savings Bank of Philadelphia and the 
Dime Savings Bank of West Chester. These 
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two banks are the only savings banks char- 
tered under the Act of 1899, all other sav- 
ings banks in the state having special char- 
ters which outline their requirements for in- 
vestments. 

Prior to the passage of this act, the savings 
banks chartered under the Act of 1899 were 
permitted to invest only in the bonds of the 
United States, state and municipals and in 
first mortgages on real estate. The banks 
could not invest in railroad or public utility 
bonds of any kind. 


FIDELITY-PHILADELPHIA TRUST 
COMPANY STATEMENT 

Substantial gains in trust business during 
the current year are evidenced in the latest 
financial statement of the Fidelity-Philadel- 
phia Trust Company under date of September 
29th, reporting total trust funds of $912,192,- 
236 and corporate trusts of $814,538,270. Dur- 
ing the period from the close of 1928 trust 
funds show increase of 200 million dollars. 
Banking resources amount to $139,946,634 
with deposits of $102,694,555. Capital is 
$6,700,000 ; surplus $21,000,000 and undivided 
profits $5,878,686, with reserve for contingen- 
cies of $946,053. The company has no bills 
payable at the Federal Reserve. Resources 
include $11,265,147 cash on hand and in 
banks; loans $54,386,079 and investment se- 
curities owned of $64,876,855. 


Francis Jordan Hall, vice-president of the 
Commonwealth Trust Company of Harris- 
burg, Pa., and prominent in civic affairs, died 
recently at the age of fifty-three. 

The South Side Bank & Trust Company 
of Seranton, Pa., has taken over the business 
of the Minooka State Bank. 

The First National Bank and the Savings 
& Trust Company of Youngwood, Pa., have 
been consolidated. 
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THE PHILADELPHIA NATIONAL BANK IN 
STRONG POSITION 


The September 29th financial statement of 
the Philadelphia National Bank shows aggre- 
gate resources of $371,328,119, embracing 
cash and reserve, $27,378,972; U. S. bonds and 
certificates, $65,865,123; loans, discounts and 
investments, $218,030,565; due from banks, 
$26,690,380 ; letters of credit and acceptances, 
$18,670,173, and exchanges, $12,623,260. De- 
posits total $289,023,820. Capital is $14,- 
000,000; surplus and net profits, $32,982,150, 
and reserve for contingencies, $4,000,000. 


MARKET STREET NATIONAL BANK OF 
PHILADELPHIA 

Total resources of $28,391,826 are shown 
in the September 29th financial statement 
of The Market Street National Bank of 
Philadelphia. including cash and due from 
banks $5,409,785; U. S. securities $3,504,287 ; 
other marketable securities $5,019,325; de- 
mand loans secured by collateral $8,553,247 ; 
other loans and discounts $5,760,481. De- 
posits amount to $22,491,584 with capital of 
$1,000,000; surplus and net profits of $4,- 
254,762. 


Robert MacDougall, assistant secretary of 
the Provident Trust Company of Philadel- 
phia, has been appointed a member of the 
board of the Financial Advertisers Associa- 
tion. 


Joseph Wayne, Jr., president of the Phila- 
delphia National Bank, presided at a testi- 
monial dinner given recently to Joseph 
Grieves, superintendent and purchasing agent 
of the bank, on the occasion of his eightieth 
birthday anniversary, Mr. Grieves has been 
associated with the Philadelphia National 
since 1890. 
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Bank and trust company shares are legal 
investment for savings banks in six states of 
the Union, while in two others the invest- 
ment of savings bank funds is left to the 
discretion of officers and trustees. The six 
states in which bank and trust company 
shares have legal status for investment are: 
Connecticut, Massachusetts, New Hampshire, 
New Jersey, Rhode Island and Vermont. The 
two states in which investment of savings 
bank funds is left to officers and trustees 
are Delaware and Maryland. 


CONDITION OF PHILADELPHIA TRUST COMPANIES 


Surplus and 


Undivided 


Profits, Deposits, Par Last Date of 


Capital June 30,1931 June 30,1931 Value Sale 


Continental Equitable 
Fidelity-Philadelphia Trust Co 
Frankford Trust Co 
Germantown Trust 


Integrity Trust 2,987,920 
Kensington-Security Bank & Trust ... 1,300,000 
Liberty Title & Trust 1,000,000 
Ninth Bank and Trust 1,375,000 
North Philadelphia Trust 500 
Northern Trust 


Provident Trust 
Real Estate Land Title and Trust..... 
Real Estate Trust 


$2,756,849 
26,420,628 
2,200,074 
4,314,097 
18,043,717 
4,556,859 
16,050,521 
4,181,896 
1,810,969 
2'977,758 
1,546,631 
4,056,992 
39,325,621 
17,133,932 
13,776,629 
2,414,270 


$15,401,936 
116,897,270 
9,¢85,649 
21,758,775 
83,226,578 
16,497,251 
61,965,245 
16,608,531 
7,065,155 
22,386,159 
7,983,312 
13,348,675 
250,592,328 
31,127,933 
42,250,721 
6,287 ,887 
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42 
449 
21 
155 


9-23-31 
9-23-31 
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Boston 


Special Correspondence 


WHY NEW ENGLAND HAS BEEN RELA- 
TIVELY FREE FROM BANKING FAILURES 


No section of the United States has been 
so relatively free from banking runs and 
failures as the New Englana group. One of 
the prime reasons, of course, is the absence of 
frozen agricultural paper. But more im- 
portant is the fact that banking supervision 
has been most efficient anu that a strict curb 
has been held on the granting of bank chart- 
ers as contrasted with the prodigality of 
many other states in licensing banks regard- 
less of local need or responsibility of or- 
ganizers. In Massachusetts, the applications 
for bank charters are subjected to rigid tests 
by a board of Incorporators who minutely 
examine every examination as to whether in 
the first place there is local need of addi- 
tional facilities, and secondly require definite 
assurances as to the financial and business 
responsibility of applicants. The result of 
such policy has not only been to reduce the 
number of new banks, but to discourage pro- 
motors from seeking bank charters. 

An important lesson in cooperation for 
the rest of the country is to be found in New 
England. Unlike many broad-gauged move- 
ments, the New England Economie Council, 
which coordinates financial, industrial and 
other interests in the New England states, 
has been a distinct success. As a matter of 
fact, New England enjoys comparative im- 
munity from depression such as exists in 
most other parts of the country, because New 
England has had an economic depression for 
years, and is well on its way toward stabil- 
ity. 

The cooperation idea is carried out in 
banking circles of this section of the country, 
as well. This is accomplished through the 
Bankers’ Committee of the New England 
Council which maintains constant contacts, 
and during the current month, conducted 
the Second New England Bank Management 
Conference in Boston. At this conference the 
prime theme was “Maintaining a Sound 
Bank,” and that topic was broken up into 
matters of loaning policy, safeguarding and 
liquidating loans and the maintenance of 
proper investments in the bank portfolio. 
The conference was presided over by Walter 
S. Bucklin, president of the National Shaw- 
mut Bank of Boston and chairman of the 
Bankers’ Committee of the New England 
Council. The papers yielded discussions and 
formulas of exceptional value, based on ac 
tual experience. 
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FIRST NATIONAL OF BOSTON SHOWS 
INCREASE IN EARNINGS 

The latest financial statement of the First 
National Bank of Boston shows a substan- 
tial increase in surplus and profits during 
the third quarter, bringing the total to $33,- 
025,914 and with capital amounting to $44,- 
500,000. During the second quarter of the 
year the bank transferred the sum of ten 
million dollars from surplus and profits to 
reserve for contingencies which now amounts 
to $14,642,010, including reserves for inter- 
est, taxes, dividends and unearned discount, 
which also reveals a satisfactory increase 
over the June 30th figure. 

Resources of the First National as of Sep- 
tember 29th, amounted to $658,687,023, with 
cash of $60,847,817; due from banks $56,- 
740,000 and U. S. securities $74,074,990. De- 
posits total $516,147,000. 


All male residents of the state of Massa- 
chusetts who have reached the age of 20 
years, whether they are citizens or aliens, 
have been made subject to a head tax of $1, 
under a bill signed by Governor Ely. The 
tax, which became operative July 1, is to 
be imposed during 1931 and 1932 to obtain 
funds for old age assistance. 
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PROGRESS IN EFFECTING ECONOMIC 
ADJUSTMENTS 

In a well-considered analysis of the under- 
lying factors which have prolonged this 
period of business depression, the First 
National Bank of Boston, in its current 
New England Letter, places its reliance upon 
salutary process of adjustment rather than 
artificial methods of stimulation. ‘“Notwith- 
standing the many attempts to bring about 
an artificial revival,” says the First National 
Bank, ‘‘considerable progress has been made 
in effecting the necessary adjustments. From 
the peak of 1929 brokers’ loans have de- 
clined more than 82 per cent, security loans 
30 per cent, and commercial loans 20 per cent, 
While no accurate figures are available on 
installment debt outstanding during 1929, 
reliable authorities feel that most of this 
has now been liquidated. In order to con- 
serve their resources, a great many indus- 
trial firms as well as railroads have either 
reduced or passed their dividends. Aside 
from real estate mortgages, encouraging 
headway has been made in reducing out- 
standing indebtedness incurred during the 
boom period. Wholesale commodity prices 
are about 17 per cent below a year ago and 
32 per cent below the peak reached in 1925. 

“Cost of living has been reduced over 12 
per cent since the peak of 1929. Real estate 
values in practically all sections have under- 
gone substantial depreciation, and the trend 
of rents is downward. Commercial paper 
rates are at the lowest level on record. And 
finally, the movement for wage reductions 
has been gathering momentum until now it 
is estimated that about one-third of the 
manufacturing firms have revised downward 
the wage rate. As these wage reductions 
have been less than the decline in cost of 
living, real wages remain on a high level. 
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Wage adjustments have been long delayed, 
but they were inevitable in view of the pro- 
tracted business depression. In final analy- 
sis, the question whether or not the present 
wage scale should be maintained depends 
upon whether a particular industry or a 
particular business can afford to do so.” 


THE NATIONAL SHAWMUT BANK 

Total resources of $214,570,222 are shown 
in the latest financial statement of the 
National Shawmut Bank of Boston including 
cash and immediately available assets of 
$86,855,091 and loans and investments of 
$108,807,000. Capital is $20,000,000; surplus 
and undivided profits $12,310,336. Deposits 
are $160,203,780. 


NEW ENGLAND BREVITIES 

Henry C. Jackson, manager of the Slater 
Branch of the Industrial Trust Company of 
Pawtucket, R. I., has been made chairman of 
his city’s community chest. drive. 

William J. Martin, treasurer, Granite Trust 
Company at Quincy, Mass., has been elected 
vice-president. William W. Grieves has been 
elected treasurer. 

Allen H. Newton, vice-president of the 
Hartford - Connecticut Trust Company of 
Hartford, Conn., recently observed his 50th 
anniversary in the banking business. 

Albert E. Risley, who started as a runner 
with the old Aetna National Bank, is enter- 
ing upon the 61st year of service with the 
Hartford National Bank & Trust Company 
of Hartford, Conn., and preceeding units of 
this institution. 

George S. Beach, City Treasurer of Bristol, 
Conn., and vice-president and treasurer of the 
sristol Trust Company, died recently at the 
age of 61. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Banca Commerciale Italiana............. $750,000 
Boston Safe gy and Trust Co........ 2,000,000 
Charleston Trust Co. mite er 200,000 
Columbia Trust Co 100,000 
Commerce and Trust Co 1,000,000 
ER ase aGe eras Ko0hes aeawn 2,500,000 
Exchange Trust Co 1,500,000 
Fiduciary Trust Co.............+.+.+++-. 500,000 
Harris Forbes Trust Co 500,000 
Jamaica Plain Trust Co 200,000 
Kidder Peabody Trust Co 500,000 
Lee Higginson Trust Co 500,000 
New England Trust Co 1,000,000 
Old Calan Trash Ces vnc 5 ice ccs cies c erie 5,000,000 
State Street Trust Co 3,000,000 
United States Trust Co . 2,500,000 


Undivided Profits, 


Surplus and Assets, 
Trust Dept. 


June 30, 1931 


Deposits, 
June 30, 1931 


$1,046,437.18 
18,097,607.53 
973,254.17 
813,627.86 
4,574,570.36 
8,021,031.35 
5,344,511.28 
280,000.00 
3,736,642.30 
1,726,479.38 
2,924,525.03 
11,360,077.63 
30,282,710.26 
4,017,621.16 
57,854,953.89 
8,500,853.42 


June 30, 1931 


$406,916.12 
3,783,461.07 
44,455.89 
259,597.69 
392,919.74 
335,992.61 
1,533,742.10 
599,377.29 
177,469.91 
96,867.37 
312,771.72 
767,932.13 
3,136,275.52 
5,436,870.54 
4,110,089.76 
3,495 447.41 


1,182,541.00 
4,822,589.07 
1,502,300.61 
2,338,584 67 
8,206,742.34 
107,435.88 
13,849,585.96 
25,290,314.08 
124,043,659.88 
292,481,111.87 
54,044,737.55 
11,099 751.30 
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Chicago 
Special Oorrespondence 


HOOVER BANK CREDIT PLAN RESTORES 
CONFIDENCE 

The $500,000,000 bank credit pool plan pro- 
posed by President Hoover has met with cor- 
dial endorsement from banks and trust com- 
panies throughout the Middle West. The 
Chicago Clearing House committee was 
prompt in taking the prescribed action for 
district organization and securing pledge of 
subscriptions to the general banking credit 
pool. The announcement of President 
Hoover’s plan for the relief of banks which 
were pressed by unreasoning demands of de- 
positors, has brought a distinct feeling of 
confidence in this city, which finds reflection 
throughout the Federal Reserve District of 
Chicago. 

There is every reason to believe that Chi- 
cago has liquidated its weak spots in the 
banking situation and that management will 
be free from the uncertainty and anxiety 
which prevailed for many months because of 
the situation which developed in suburban 
banks. The net result has been to bring 
about greater concentration of banking re- 
sources into more capable hands and to en- 
courage further consolidations, such as the 
recent merger of the Chicago Bank of Com- 
merce with the Union Bank of Chicago. 

Commenting on the Hoover bank plan, Mr. 
George E. Reynolds, chairman of the Chi- 
cago Clearing House Committee and chair- 
man of the executive committee of the Conti- 
nental Illinois Bank & Trust Company, says: 

“The Clearing House committee is voicing 
its hearty approval of the plan, and believes 
it should meet with full support by the 
banks in the Chicago district. We believe 
the plan is very constructive and will do 
much to relieve the banking rituation and to 
reestablish public confidence in the banks. 
Personally, I am convinced that this is a 


sound and constructive measure and that it 
should be extremely helpful.” 

Melvin A. Traylor, president of the First 
National Bank, has been named chairman of 
the Illinois group, cooperating with the Na- 
tional Credit Corporation. 


INITIAL STATEMENT OF COMBINED CEN- 
TRAL REPUBLIC BANK AND TRUST CO. 

The Central Republic Bank & Trust Com- 
pany of Chicago, which is the outgrowth of 
the merger on July 25th of the Central Trust 
Company of Illinois, the National Bank of 
the Republic and the Chicago Trust Com- 
pany renders its first statement since this 
consolidation under date of September 29th. 
This shows an increase in deposits, as com- 
pared with the June 30th statement of the 
Central Company of Illinois from $124,295,- 
000 to $219,370,007 and un increase in re- 
sources from $154,923,00v to $256,999,466. 
These figures put the Central Republic Bank 
& Trust Company well forward as the third 
largest banking institution in Chicago. The 
totals in the September 29th statement. do 
not include assets of the investment affiliate, 
the Central Republic Company, whose capital 
is trusteed for the benefit of the stockholders 
of the bank. 

The Central Republic Bank & Trust Com- 
pany reveals an exceptional strong position 
in the distribution of its resources which in- 
cludes cash and due from banks of $47,718,- 
689; U. S. government securities $20,145,- 
539; other bonds and securities $27,291,423 ; 
loans and discounts $147,508,271 ; acceptances 
and letters of credit $6,689,531. Capital is 
$14,000,000 surplus $10,000,000 and undivided 
profits $4,035,532. On October 1st there was 
distributed $420,000 in dividends at the quar- 
terly rate of $3 per share. 


Reorganization has been announced of the 
Northwestern Trust & Savings Bank of Chi- 
cago, and which will be known as the Smul- 
ski Trust & Savings Bank. 
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CONTINENTAL ILLINOIS BANK AND 
TRUST COMPANY 

As the largest bank in the United States 
west of New York, the Continental Illinois 
Bank & Trust Company of Chicago reserved 
its excellent position during the third quarter 
as shown in the September 29th statement. 
Cash resources were only slightly lower than 
on June 30th, and deposits were also fairly 
maintained during the third quarter which 
has shown a general sliding off of deposits 
among banks in this city and elsewhere. Re- 
sources aggregate $1,070,352,028 with cash 
and due from banks amounting to $176,663,- 
532; United States Government securities 
$156,199,049 ; other bonds and securities $83,- 
446,162; demand and time loans $558,399,- 
815. Deposits total $827,823,948 of which 
$260,994,202 are time deposits. Capital is 
$75,000,000; surplus $65,000,000; undivided 
profits $4,089,187 with reserve for contin- 
gencies of $10,000,000. 


The Central Republic Bank & Trust Com- 
pany has been appointed successor to the 
Foreman-State Trust & Savings Bank as 
trustee for selected American Shares and 
Selected Income Shares. 


EARNINGS OF HARRIS TRUST & SAVINGS 
BANK 

During the third quarter of the year ended 
September 29th, the Harris Trust & Savings 
Bank registers an increase in undivided 
profits from $2,129,661 to $2,437,216, with 
capital of $6,000,000 and surplus of $6,000,- 
000. Deposits total $95,478,803 as compared 
with $34,265,000 ten years ago. Resources 
total $114,447,322 with cash on hand, in Fed- 
eral Reserve and due from banks of $22,108,- 
338; U. S. securities $24,550,024; state and 
municipals $7,882,457; other bonds and se- 
curities $7,271,167; demand and time loans 
and bills discounted $49,651,000. 

The First Union Trust & Savings Bank of 
Chicago has 35,000 safe deposit boxes now in 
use, and has recently ordered 4,000 additional 
safe deposit boxes from the York Safe & 
Lock Company which installed the great 
vaults for this company. 

Carroll Brown recently completed 50 years 
of courteous service at the “Information 
Desk” of the First National Bank of Chi- 
cago. 

The Illinois Bank & Trust Company has 
been organized at Rockford, Ill., with Edwin 
Mead, president. 
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FINANCIAL STATEMENT OF FIRST 
NATIONAL OF CHICAGO 


Cash resources of the First National Bank 
of Chicago showed an increase of almost $21,- 
000,000 during the third quarter to total of 
$145,164,361. The previous sune 30th state- 
ment reflected the absorption of the business 
of the Foreman-State group of banks, show- 
ing an increase of $197,000,000 over the 
March 30th statement. The latest state- 
ment of September 29th, shows a decrease of 
$26,600,000 deposits for the third quarter 
leaving total of $531,382,821 with total re- 
sources of $604,569,669. Capital is $25,000,- 
000 ; surplus $25,000,000 and undivided profits 
$5,335,839, the latter figure showing an in- 
crease from $3,682,000 during the third quar- 
ter. 

The affiliated First Union Trust & Savings 
Bank reports resources of $221,478,303; de- 
posits $196,556,058 ; capital $10,000,000; sur- 
plus $7,500,000 and undivided profits of $3,- 
069,308. Combining the figures of the First 
National and the First Union Trust & Sav- 
ings, there are shown combined resources of 
$826,047,973; deposits, $727,938,880; capital, 
surplus and undivided profits $75,905,148. 


CHICAGO BANKS MAINTAIN HIGHLY 
LIQUID POSITION 

A summary of the financial statements of 
Chicago banks and trust companies as of 
September 29th, reveals a pronounced liquid 
position in the character of assets. Con- 
sidering the number of small banks which 
closed, there is a comparatsvely small de- 
cline in deposits of all banks amounting to 
$168,397,000 during the three months from 
the close of June to the close of September. 
The state banks registered $130,495,000 of 
this decrease, and the national banks $9,- 
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890,000. The national banks increased cash 
resources by $15,286,000. Deposits of all 
banks total $2,319,271,000. 


NORTHERN TRUST COMPANY REPORTS 
INCREASE IN DEPOSITS 

One of the few banking institutions in 
Chicago to show an increase in deposits dur- 
ing the last quarter is the Northern Trust 
Company. The September 29th statement 
shows a gain of nearly six million in de- 
posits, bringing the total to $78,139,230. Re- 
sources total $97,433,597 with cash and due 
from banks of $16,980,481; demand and 
time loans secured by collateral $24,602,000 ; 
other loans and discounts $12,611,607; U. S. 
securities $23,733,052; other bonds and se- 
curities $16,318,202. Capita: stock is $3,- 
000,000; surplus $6,000,000 and undivided 
profits $3,319,501. 


CARROLL DEAN MURPHY, INC. RECEIVES 
ANOTHER APPOINTMENT 

The Bills Corporations, comprising Bills 
Realty, Inc., and the Bills Securities Corpora- 
tion, distributors and managers of the Chi- 
cago Income Trust and the Individual Ac- 
cumulative Trust, have appointed Carroll 
Dean Murphy, Ine., advertising agency, Chi- 
cago and New York, to handle their advertis- 
ing. 


Harry Rogers, president of the Exchange 
National Bank of Tulsa, Okla., has been ap- 
pointed a member of President Hoover’s Na- 
tional Unemployment Committee. 

Hawes Coleman, Jr., trusi representative 
of the State Planters Bank & ‘Lrust Company 
of Richmond, Va., has written a booklet en- 
titled “Consolidating Your Estate.” 





CONDITION OF CHICAGO TRUST COMPANIES 


Capital 
$500,000 
Central Republic Bank & Trust Co........... 14,000,000 
75,000,000 
350,000 


Boulevard Bridge Bank 


*Continental Illinois Bank & Trust Co 
Drovers Trust 
**First Union Trust & First National 
Harris Trust 
Mercantile Trust 
Northern Trust 
Peoples Trust & Savings 
West Side Trust 
Woodlawn Trust 

*Includes securities affiliate. 
**Stock owned by First National Bank. 


Surplus and 
Undivided 
Profits 
June 30, 1931 

$532,464 
14,035,532 
69,089,137 
928,629 
30,535,839 
8,437,216 
497,131 
9,319,501 
1,563,058 
493,858 
400,000 


Deposits Book 
June 30,1931 Value Bid Asked 
$10,833,941 206 225 240 
219,370,007 236 141 
827,823,948 ¢ 196 
6,180,785 5 350 
531,382,821 ‘ g 330 
95,478,803 5 380 
9,417,440 35 190 
78,139,230 382 395 
24,788,280 ) 5! 265 
9,917,622 f 170 
2,063,498 7 190 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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Pittsburgh 


Special Correspondence 
WORKING AMICABLY WITH LAWYERS 

The lawyer needs the corporate fiduciary 
and the corporate fiduciary needs the lawyer. 
That is the simple principle upon which the 
Fidelity Trust Company of Pittsburgh has 
been acting and it has worked out with signal 
success. It is a policy which respects the 
professional field and recognizes that legal 
practice and fiduciary .administration are 
separate and distinct. As evidence of that 
policy, there are at the present time, nine 
hundred and twenty-one members of the bar 
of Allegheny county who are representing the 
Fidelity in various trust capacities. 

Typical of the manner in which the Fidel- 
ity Trust Company has established itself into 
the good graces of the local members of the 
bar, was the recent distribution of a bound 
volume containing the new Accounting Rule 
of the Orphans’ Court of Allegheny, to 2,300 
members of the bar of Allegheny county and 
to the judges of the Orphans’ Courts of 
Pennsylvania. The book also contains some 
model forms of accounts which have caused 
favorable comment all over the state. This 
book is a supplement of the Rules of Prac- 
tice approved by the Orphans’ Court of Alle- 
gheny in January, 1929 at which time the 
Fidelity Trust Company presented a volume 
of the Rules of Practice to all the lawyers in 
the county.. The preparation of the revised 
accounting rule represents the combined serv- 
ices of the judges, a committee of seven law- 
yers from the bar and a committee of trust 
officers headed by Alexander P. Reed, trust 
officer of the Fidelity Trust Company and 
representing all the approved fiduciaries of 
Allegheny county. 


TRUST FUNDS UNAFFECTED 


Pittsburgh safely weathered one of the 
most severe tests in its financial history when 
the old Bank of Pittsburgh, N. A., after a 
eareer of over 120 years, recently closed its 
doors and was taken over by the Comptroller 
of the Currency. Announcement of the sus- 
pension of the Bank of Pittsburgh was fol- 
lowed by a trail of closings by other smaller 
banks and some severe drains on other local 
banks. According to J. A. Chapin, vice-presi- 
dent of the Bank of Pittsburgh, the voluntary 
suspension was caused largely by “withdraw- 
als of deposits by banks in other sections of 
the country.” Arrangements were made by 
the Pittsburgh Clearing House to make im- 
mediately available payment on 50 per cent 
of receivers’ certificates. Assurances were 


- Among 
the Leading 
One Hundred 


* 
RESOURCES OVER 
$100,000,000 

® 


PEOPLES-PITTSBURGH 
TRUST COMPANY 
PITTSBURGH, PA. 


also forthcoming that the securities and 
funds held in the trust department of the 
3ank of Pittsburgh, which were reported ap- 
proximately at $36,000,000, have not been 
affected by the suspension. 

PITTSBURGH BREVITIES 

Leading Pittsburgh trust companies were 
represented with attractive advertising dis- 
plays at the recent annual convention of the 
National Association of Life Underwriters. 

The Commonwealth Trust Company of 
Pittsburgh mourns the loss of one of its most 
valued directors through the recent death 
of George M. McCandless, member of a 
pioneer Pittsburgh family. 

Completing a quarter of a century in the 
service of the Peoples-Pittsburgh Trust Com- 
pany, Charles R. Webb of the Squirrel Hill 
branch, has been presented with a silver lov- 
ing cup by the institution. 

The Commonwealth Trust Company of 
Pittsburgh reports trust funds amounting to 
$46,270,000 and banking resources of $16,- 
666,000. 

The Peoples-Pittsburgh Trust Company 
has trust funds of $129,445,000 and corpor- 
ate trusts of $65,179,000 with banking re- 
sources of $112,119,000. 














St. Louis 


Special Correspondence 


BANKING BECOMING STABILIZED IN 
MID-WEST 

Although banking fatalities have not been 
brought to an irreducible minimum in the 
mid-western agricultural states, there is a 
distinct let-up in the number of suspensions 
among the rural banks. President Hoover’s 
plans for a banking credit pool and addi- 
tional credit facilities for the farmers 
through the subscription of further capital 
stock by the government to the Federal Land 
Banks, has imparted a more cheerful feeling 
throughout this section of the country than 
has been expressed for many months. There 
remain some serious agricultural problems 
to be worked out, particularly as to reduc- 
tion in wheat acreage and farm income. The 
amount of frozen agricultural paper has, 
however, assumed far less troublesome pro- 
portions. 

St. Louis has been remarkably free from 
banking troubles and such weak spots as 
have developed from time to time have been 
fairly dealt with by concerted action on the 
part of the bankers themselves. The credit 
for this favorable situation must be given 
chiefly to excellence of individual bank man- 
agements and the fact that St. Louis has 
not been over-populated with small banks 
indulging in ruinous, competition. 





MISSISSIPPI VALLEY. TRUST COMPANY 
FINANCIAL STATEMENT 

A strong statement its submitted by the 
Mississippi Valley Trust Company of St. 
Louis as of September 29th, showing total 
banking resources of $78,334,896 including 
eash and due from depositories $10,981,643 ; 
U. S. Government securities $7,649,421; loans 
and discounts $42,618,951; bonds and other 
securities $14,450,613. Deposits amount to 
$67,627,064. Capital is $6,000,000; surplus 
and undivided profits $3,888,452. 





G. V. Kenton, director of publicity of the 
Mercantile-Commerce Bank & Trust Company 
of St. Louis, presided at a recent meeting of 
the Committee on Education of the Missouri 
Bankers Association, of which he is chair- 
man, and at which the educational program 
for the ensuing year was adopted. 

The Conqueror First National Bank and 
the affiliated Conqueror Trust Company of 
Joplin, Mo., report combined resources of 
$7,995,140; deposits, $5,115,000; capital, sur- 
plus and undivided profits of $588,000,276. 
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“TRUST SERVICE 
EXCLUSIVELY™ 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 

Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affliated with First National Bank 
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REWARD TO COURAGEOUS BANK 
EMPLOYEE 

While successful and daring bank “hold- 
ups” are prominently exploited in the news- 
papers, there is comparatively little recog- 
nition given to acts of bravery on the part 
of bank employees in preventing such rob- 
beries. Banking and liability insurance com- 
panies generally would help to discourage 
bank robberies by duly rewarding the bravery 
and fidelity of employees who sometimes risk 
their lives to protect bank funds. 

In Kansas City, Mo., there have been sev- 
eral attempted hold-ups during the past year 
which have been frustrated through the valor- 
ous action of bank employees and what is 
more to the point, these employees have been 
generously rewarded. A recent instance was 
the payment of a check for $500 to Raymond 
Ramsey, the 37 year old assistant cashier of 
the East Side Bank of Commerce, who 


fought a successful pistol duel with a bandit 
which not only resulted in the capture of 
the robber, but the saving of $4,000 of the 
bank’s money. The check was presented by 
insurance companies which carried the blan- 
ket policy insuring the Commerce banks 
against every form of loss. 
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NEW OFFICES OPENED BY MERCANTILE 
COMMERCE COMPANY OF ST. LOUIS 


Two new offices recently have been opened 
by the Mercantile-Commerce Company of St. 
Louis, one in Chicago and the other in Kan- 
sas City. The Mercantile-Commerce Com- 
pany is the investment affiliate of the Mer- 
cantile-Commerce Bank & Trust Company of 
St. Louis. 

The Chicago office, located in the Otis 
Building, 10 S. LaSalle Street, is in charge of 
Homer H. Potter, resident vice-president of 
the company, who is well acquainted in Chi- 
cago. Before joining the staff of the Mer- 
cantile-Commerce Company he was connected 
for some time with the Chicago office of the 
First National Company of Detroit. Prior 
to that he was a banker for 16 years at 
Jacksonville, Ill., and later was with the 
National Bank of Commerce in St. Louis. 


The Kansas City office, located in the 
Dwight Building, is in charge of Proctor M. 
Masters, also well-known in Kansas City fi- 
nancial circles. More than 20 years have 
been spent in the banking business by Mr. 
Masters and another five years in the bond 
field. Prior to joining the Mercantile-Com- 
merce Company he was assistant vice-presi- 
dent of the Chatham-Phenix Corporation. 

The Mercantile-Commerce Company, which 
now rates as one of the large investment or- 


HoMER H. POTTER 


Resident Vice-president of the Mercantile-Commerce Com- 
pany in charge of the Chicago Office 
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ganizations of the country, has offices in New 
York, Dallas and Houston, in addition to 
Chicago and Kansas City. 

Sidney Maestre, president of the Mercantile 
Commerce Company of St. Louis, investment 
organization affiliated with the Mercantile- 
Commerce Bank & Trust Company recently, 
was elected chairman of the Mississippi Val- 
ley group of the Investment Bankers of 
America. 


GROUP INSURANCE ISSUED BY 
PRUDENTIAL 

Fifty employees of the Asbury Park and 
Ocean Grove Bank, Asbury Park, N. J., are 
covered with life insurance protection 
through a group policy recently taken out 
by that organization through the Prudential 
Insurance Company of America, for a total 
of $127,000. Insurance in amounts ranging 
from $2,000 to $5,000 has been granted to 
each worker, according to rank, and the 
premiums are to be shared by both the em-”* 
ployees and the Bank, the policy being of 
the contributory type. 


Announcement has been made of the con- 
solidation of the Farmers Trust Company 
and the Citizens Bank of Jefferson City, Mo. 


Proctor M. MASTERS 


Who has been placed in charge of the office of the Mercan- 
tile-Commerce Company in Kansas City 








550 


ENCOURAGEMENT DERIVED FROM 
EXPORT RECORD 


Exports of finished manufactured prod- 
ucts from this country afford an encouraging 
aspect in the face of current business de- 
pression. This is the viewpoint expressed by 
George W. Doonan, manager of the foreign 
department of the Central Trust Company of 
Illinois in Chicago. He says: 

“The foreign trade picture is anything but 
a bright one at this time with practically the 
entire world struggling with business de- 
pression, and many nations with political dis- 
turbances. However, it was only a decade 
ago that we passed through a somewhat 
similar, if not worse, experience, and after 
that experience we saw our foreign trade 
reach the highest levels ever attained. While 
the clouds are dark at present they will 
gradually clear away, and during this period 
we shall have opportunity to better fortify 
ourselves and lay the proper groundwork 
for the future. 

“Tt is interesting to note that even in this 
widespread depression, our exports of fin- 
ished manufactured products are making a 
reasonably satisfactory showing. In 1930 
the value of our finished manufactured ex- 
ports amounted to $1,900,000,000, constituting 
more than half of the exports of the country 
—a new record in our foreign trade history. 
The share of this group in total exports has 
been steadily increasing for many years. Al- 
though the value of exports of finished man- 
ufactures for 1930 was 25 per cent below the 
1929 record, it was only 10 per cent below 
the average for the five years 1925-1929.” 
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Crust Companies 


A MONTHLY MAGAZINE DEVOTED TO THE 
INTERESTS OF TRUST COMPANIES 
OF THE UNITED STATES 
TRUST COMPANIES PUBLISHING ASSOCIATION 


55 Likerty Street, New York 
Long Distance Telephone, Hitchcock 4-7263 


C. A. LUHNOW, Editor and Publisher 


C. D. HOUSE, Business Manager 
C. CHENEY LUHNOW, Assistant Editor 
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Advertisements of trust companies, banks, finan- 
cial institutions and advertisers, who wish to use 
the advertising columns of TRUST COMPANIES 
will be inserted for publication at rates which will 
be sent on application. 
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ganizations, etc., at special rates for each insertion. 


SUBSCRIPTIONS: The subscription price of 
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ditional for postage. 

Entered at the New York Post Office as Second 
Class Mail Matter 


WASHINGTON, D. C., OFFICE 
Suite 726 Woodward Building 


Associate Member Financial Advertisers’ Assn. 


The National Cash Register Company, sub- 
ject to approval by the United States Su- 
preme Court will acquire the cash register 
business of the Remington Arms Co., Ine. 

Phelps Newberry, vice-president and direc- 
tor of the Guardian Detroit Bank, has again 
been chosen to serve as general chairman of 
the Detroit Community Fund Campaign. 





CONDITION OF ST. LOUIS TRUST COMPANIES 


Prankiin-Ametioan Trust Co... ..ccccccccccccccccs 


Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 
Mississippi Valley Trust Co 
St. Louis Union Trust Co.... 

*Accepts no deposits. 


. -$2,600,000 


Surplus and 
Undivided Profits, 

June 30, 1931 

$1,841 ,547.17 
1,886,596.34 
7,402,037.22 
3,890,181.98 
7,086,68 6.91 


Capital Deposits, 
June 30, 1931 
$32,298,447.16 
24,261,658 37 
114,880,577.95 
73,690,320.76 


2,150,000 
10,000,000 
6,000,000 
5,000,000 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 
Undivided 
Profits 
Sept. 29, 1931 
$4,308,545.59 $32,320,199.27 


Capital 
$3,400,000 


American Security & Trust Co 
Munsey Trust Co 

National Savings & Trust Co 
Union Trust Co 

Washington Loan & Trust Co 


1,000,000 


Deposits 
Sept. 29, 1931 Bid Asked 
299 315 
100 160 
375 400 
190 220 
400 440 


1,551,138.16 
2,961,389.90 
1,227,179.99 
2,490,395.74 


4,754,893.96 
14,443,657.66 
8,994,684.20 
16,272,438.84 


Figures furnished by The Washington Loan & Trust Co. and as reported to U.S. Comptroller of the Currency 
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Cleveland 


Special Correspondence 


SQUARE DEAL FOR BANK EMPLOYEES 
AS REGARDS COMPENSATION 

One of the most instructive contributions 
made at the recent annual convention of the 
American Bankers Association was that 
made at the Savings Bank Division meeting, 
by Allard Smith, executive vice-president of 
the Union Trust Company of Cleveland, in 
presenting the results of a survey and ques- 
tionaire conducted on the problems of or- 
ganization and personnel in banking. Among 
the numerous aspects of the subject dealt 
with was the question of compensation for 
bank employees. Mr. Smith quoted in his 
paper from W. T. Holliday, president of the 
Standard Oil Company of Ohio, whose con- 
clusions have a very definite bearing upon 
compensation of bank employees. Mr. Holli- 
day said: 

“The essential thing in the matter of com- 
pensation is that there shall be reasonable 
justice under all the circumstances. One of 
the most demoralizing influences can be the 
failure to continue relativity in payrolls. Job 
analysis and wage classifications are neces- 
sary if a payroll is not eventually to become 
like a crazy quilt in the matter of relativity. 
Constant effort must 
cording to effort 


be made to award ac- 
and contribution, to the 


enterprise, and to this end recurring surveys 


have to be made. The margin between mini- 
mum and maximum of a wage Classification, 
where a minimum and maximum classifica- 
tion is used, should not be so wide as to de- 
stroy the significance of the classification, but 
it should be wide enough to give opportunity 
to allow for varying circumstances, and it 
is necessary from time to time to examine 
whether the executives in control are keep- 
ing interested in their men, and using the 
margin of latitude for the award of merit. 
It has been my observation that if a large 
concern does not follow some such rational 
attitude toward compensation, it will eventu- 
ally get to the point some day where serious 
inefficiency will bring it into an embarras- 
sing situation. Any concern which relies upon 
any automatic increase of salaries or senior- 
ity advancement inevitably will find itself 
some day in a situation where inefficient men 
are in positions beyond their capacities with 
salaries beyond their due, and efficient men 
are underpaid and working below their ca- 
pacities because of their discouragement.” 
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CLEVELAND TRUST COMPANY ASSUMES 
WILLOUGHBY BANK ASSETS 

The Cleveland Trust Company has as- 
sumed the assets and deposit liabilities of the 
First National Bank of Willoughby, in ac- 
cordance with arrangements submitted by the 
directors of the Willoughby Bank. Each de- 
positor of the First National Bank of Will- 
oughby receives a passbook of the larger in- 
stitution and is thus assured of the continued 
safety and availability of his deposits. All 
deposit obligations will be assumed and met 
by the Cleveland Trust Company. The First 
National Bank, organized several years ago, 
largely by the subscription of Willoughby 
capital, has had an honorable and successful 
history. The bank’s capital was $100,000, 
and its deposits at the last published state- 
ment were approximately $1,300,000. 

The Cleveland Trust Company is familiar 
to every Lake County resident, since it has 
served Willoughby for more than a quarter 
of a century, and has afforded to the county 
the strength and resources of one of the larg- 
est financial institutions of the country. 


CLEVELAND TRUST COMPANY 
STATEMENT 

An increase of $293,000 in combined sur- 
plus ‘and undivided profits since June 30th is 
shown in the September 29th financial state- 
ment of the Cleveland Trust Company, bring- 
ing total to $13,457,587 and with capital 
stock amounting to $13,800,000. Aggregate 
resources are shown of $303,235,414 includ- 
ing cash on hand and in banks of $19,072, 
704: due from Federal Reserve Bank, $11,- 
002,141: United States securities, $26,016,- 
state and municipal bonds and other 
securities $28,221,125; loans, discounts and 
advances $205,140,080. Deposits amount to 
$269,542,000. 
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UNION TRUST COMPANY OF CLEVELAND 

Total resources of $320,785,679 are shown 
in the latest financial statement of the Union 
Trust Company of Cleveland, the more im- 
portant items including cash on hand and on 
deposit in banks $58,105,264; U. 8. securities 
$22,117,016 other bonds and securities $28,- 
486.735; commercial loans $32,207,097; col- 
lateral loans $71,374,391 ; first mortgage loans 
$72,537,215 acceptances and letters of credit 
$12,182,231. Capital is $22,850,000; surplus 
and undivided profits $17,222,943 with de- 
posits aggregating $267,171,477. On October 
1st the Union Trust Company distributed its 
43rd consecutive dividend on capital, amount- 
ing to a sum of $685,000. 
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RESTORING COMMERCIAL BANKING TO 

PROPER SPHERE 
(Continued from page 428) 
progress in construction as one of progress 
in the consolidation and refinement of our 
processes. In the amazing history of our 
country’s development of its great resources. 
we have necessarily been building rapidly 
and not altogether with proper order and 
efficiency in relation to production and dis- 
tribution, and there is much that remains to 
be done in the ensuing years properly to 
conserve and consolidate to get the best re- 
sults out of the construction already accom- 
plished. It is possible, therefore, that the en- 
suing years may see relatively less of capi- 
tal construction and financing and more de- 
mand for the type of credit which banks can 
properly supply, as we proceed in the process 
of making the most out of our present facili- 
ties. 


Vision of a Greater Future 


But beyond this there is a vision that 
comes to us through the clouds which now 
encompass us. The striking progress made 
within our generation in transportation and 
communication has brought the whole world 
together as never before and has opened the 
way for tremendous progress in trade. If 
the world should become wise enough to get 
over its false nationalistic conceptions and 
its ideas of national self-sufficiency, which 
have been increasingly evident since the Ver- 
sailles Treaty, and to tear down all sorts of 
barriers which have been erected by various 
governments—and thereupon the natural and 
free flow of trade and commerce between the 
nations may be unimpeded—we should have 
then in this country the greatest prosperity 
it has ever known. Supply and demand the 
world over could meet under the natural law 
and without interference by political bar- 
riers of an artificial nature, and as a re- 
sult of such process, the United States would 
prosper as never before. The economic and 
business leadership of the world has sensed 
this for a long time and there are evidences 
that the present world-wide distress may 
soon force a _ political leadership into co- 
-operative action in steps looking toward this 
desirable end. * * * 

A few years ago, a large proportion of the 
bankers in this country were being severely 
criticised for impeding the progress of a new 
era. They were being called old-fashioned in 
that they were not keeping up with the pro- 
cession in the inflationary prosperity parade. 
They acquired the reputation of being “hard- 
boiled” because they would not make loans 
against the false values which were being 
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created. They were being censured because 
they would not open up their commercial 
banks to promotional enterprises. They saw 
some other bankers apparently prospering 
and growing in strides because they were 
doing these things. 

No one today is directing their criticism 
at those same bankers. On the contrary, 
their exhibition of courage in maintaining 
their conservatism during the speculative pe- 
riod has won for them respect and confi- 
dence in high degree. They have emerged 
from these trying years with their feet firmly 
on the ground and with their heads up and 
their eyes unafraid, and as the best exem- 
plars of what real bankers should be. They 
have operated their banks within their 
proper function as such with full realiza- 
tion of their responsibilities, and have set 
a high standard for the banker of tomorrow 
to emulate. 
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OHIO BREVITIES 

The Guardian Trust Company of Cleveland 
has issued a booklet entitled “Business on 
the March,” which contains a record of 
recent business achievements. 

The Union Trust Company of Cleveland 
earned more during the third quarter of 
this year than for the corresponding quar- 
ter last year, and exceeded dividend require- 
ments by more than half a million dollars. 

The Ohio National Bank and The First 
Citizens Trust Company of Columbus, Ohio 
were consolidated under the name of The 
Ohio National Bank. Edwin Buchanan will 
continue as president of The Ohio National, 
and Charles R. Shields, president of The 
First Citizens Trust Company, was elected 
chairman of the board of the new institution. 

Plans are being formulated which seek to 
reorganize the five banks and trust compan- 
ies which closed their doors in Toledo. 

Plans have been made for merger of the 
First National Bank, the Mahoning National 
Bank and the Commercial, National Bank of 
Youngstown, OU. 


L. Werner Knoke, assistant secretary of 
the Irving Trust Company of New York has 
been appointed an assistant deputy governor 
of the Federal Reserve Bank of New York. 


N. Bradley Higbie, Jr., and Denis J. Alison, 
formerly associated with Keane, Higbie & 
Company, have formed a partnership in De- 
troit under the name of Alison & Company. 
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Los Angeles 


Special Correspondence 


BRIGHTER VIEW OF THE BUSINESS 

HORIZON ON THE PACIFIC COAST 

In striking contrast to the gloom and tem- 
peramental fluctuations of the business pulse 
in New York and the east, the general feel- 
ing among bankers and business men here in 
Los Angeles is one of rational optimism. It 
is founded on tangible business and indus- 
trial development. Most important is the 
fact that the banking field has been free from 
the hysteria which has caused numerous clos- 
ings in eastern and midwestern cities. This 
is not only attributable to the fine condition 
of banks and trust conditions, but to the 
fact that stock market declines and gyrations 
are of less public interest in this part of the 
country. 

In Southern California the situation has 
been favorably influenced by the recent vote 
on the Colorado River aqueduct bond issue 
which calls for an expediture of approxi- 
mately $220,000,000 over a period of years 
This will quicken employment and general 
economic activity, aside from assuring the 
thirteen cities which are members of the 
Metropolitan Water District of securing ade- 
quate supplies of water to meet growing 
needs. 


LOS ANGELES TO BE HOST AT 1932 
A. B. A. CONVENTION 

The delegates from this city attending the 
recent American Bankers Association con- 
vention in Atlantic City returned with the 
happy assurance that the 1932 convention of 
this association will be held in Los Angeles. 
It will be a busy time of preparation in view 
of the fact that the American Institute of 
Banking will also hold its annual conclave 
in this city in June for which 4,000 dele- 
gates are expected. 


RECORD 1932 CROP OF NEW TRUST 
BUSINESS 

The trust department of the Security-First 
National Bank of Los Angeles, which main- 
tains close contact with the numerous 
branches of the organization, advises that 
more branches have produced new trust 
business in the first eight months of this 
year than in any full year previously. To 
date this year ninety-seven branches have 
produced new trust business, while during 
the entire year of 1930 only eighty-six 
branches were included in the list of those 
responsible for new business. Furthermore, 
estimates indicate that the new trust busi- 
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ness obtained to date this year exceeds by 
6 per cent the value of new business obtained 
during the entire year of 1930. The number 
of life insurance trusts obtained to date this 
year has been increased approximately 33 
per cent over the number of similar trusts 
obtained during 1930, while the value of this 
business has been increased approximately 
95 per cent over last year. 


NINTH REGIONAL PACIFIC COAST TRUST 
CONFERENCE 

General business conditions had no adverse 
effect upon the attendance at the recent ninth 
regional Trust Conference of the Pacific 
Coast and Rocky Mountain states, held in 
this city October 21st-23d. In contrast to 
banking gatherings the sessions were ani- 
mated and conveyed a spirit of progress and 
activity. Almost without exception the dele- 
gates from the various states reported satis- 
factory increase in trust business and in 
some instances, of record proportions. The 
papers were prepared with the care and thor- 
oughness which characterize these confer- 
ences, enlisting the best available men on 
the different phases of trust work. 

W. J. Kieferdorf, vice-president and trust 
officer of the Bank of America, N. T. and 
S. A., of San Francisco, presided at the first 
session. After the address of welcome by 


John Veenhuyzen, vice-president of the Se- 


eurity First National of Los Angeles, an 
important address was made by Thomas C. 
Hennings, vice-president of the Mercantile 
Commerce Bank & Trust Company of St. 
Louis, who was elected president of the Trust 
Company Division, A. B. A., at the recent 
annual meeting. 


LOS ANGELES BREVITIES 

Earnings for the third quarter at the Se- 
curity-First National Bank of Los Angeles, 
show an ample surplus over dividend require- 
ments, according to the statement of Presi- 
dent J. F. Sartori. 

Herbert D. Ivey, president of the Citizens’ 
National Trust & Savings Bank has been 
elected vice-president of the Los Angeles 
Clearing House Association. 

Le Roy M. Edwards, general counsel -and 
director of Southern Counties Gas Company 
of California, has been elected a director of 
the Bank of America National Trust & Sav- 
ings Association, at Los Angeles, Cal. 


The First Seattle-Dexter Horton National 
Bank of Seattle, Wash., has changed its title 
to First National Bank of Seattle. 
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San Francisco 


Special Correspondence 


LYNN P. TALLEY ASSUMES CHAIRMAN- 
SHIP OF BANK OF AMERICA 


Important executive acquisitions in the 
guidance of the Bank of America National 
Trust & Savings Association of this city, 
give assurance of the greater development 
of this organization in serving banking in- 
terests throughout California. Without any 
formality Lynn FP. Talley, who has relin- 
quished the post of Governor of the Federal 
Reserve Bank of Dallas, Texas, entered upon 
his duties as chairman of the Bank of Amer- 
ica. Announcement has also been made of the 
election of Dr. A. H. Giannini, chairman of 
the Bank of America, N. A., of New York 
City, to the office of chairman of the execu- 
tive committee of the Bank of America of 
this city. Together with President Arnold J. 
Mount and the senior executive vice-presi- 
dent, Will F. Morish, the Bank of America 
has a quartette of able banking leaders under 
whose command this institution is bound to 
establish new records of achievement. 

Mr. Talley, although only fifty years of 
age, has occupied positions of great respon- 
sibility in the banking world. Beginning his 
career as a stenographer in a cotton firm at 
Temple, Tex., he later worked for a Texas 
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Who has aon elected Chairman of the Bank of America 
. T. & S. A. of San Francisco 


railroad and subsequently entered the bank- 
ing field in 1903 as an exchange teller with 
the City National Bank of Dallas. His bank- 
ing career continued with private banks until 
1915, when he was elected cashier of the 
Dallas Reserve Bank, later becoming deputy 
governor. From 1921 to 1923 he was vice- 
president of the then Southwest National 
Bank, now the North Texas National Bank. 
In 1923 he became governor of the Federal 
Reserve Bank of Dallas. 

Dr. A. H, Giannini, who becomes chairman 
of the executive committee, has been asso- 
ciated with the Bank of Italy in San Fran- 
cisco since its exception. He came to New 
York in 1917 to assume the presidency of the 
East River Bank which later went through 
various processes of merger until it was 
finally absorbed by the Bank of America, 
N. A. of New York. Dr. Giannini continued 
with the consolidated Bank of America as 
chairman and member of the board. He has 


2 wide acquaintance in northern and south- 
ern California and has close relations with 
banking interests throughout the country. 


STRONG POSITION OF CROCKER BANKS 
The September 29th financial statements 
of the Crocker First National Bank and the 
affiliated Crocker First Federal Trust Com- 
pany of San Francisco, reflect the sound and 
progressive policies of this organization, 
which includes also the Crocker First Com- 
pany. The combined resources of the na- 
tional bank and trust company amount to 
$134,459,997 with deposits of $108,153,3 
The combined capital is $7,500,000; ea 
$3,000,000 and undivided profits, $3,547,105. 


TRUST OFFICERS ASSOCIATION OF 
MINNESOTA 


Forty members of the Trust Officers Asso- 
ciation of Minnesota met recently in Minne- 
apolis, to elect officers for the current year. 
Arthur B. Whitney, vice-president and trust 
officer of the First Minneapolis Trust Com- 
pany, was elected president, succeeding C. V. 
Smith of the Minnesota Loan & Trust Com- 
pany, retiring president. Lynn S. Olson, 
vice-president and trust officer of the First 
National Bank of Owatonna, Minnesota and 
Clarence E. Drake, assistant secretary and 
trust officer of the Minnesota Loan & Trust 
Company, Minneapolis, were elected vice- 
presidents. M. K. Mark, assistant secretary 
and trust officer of the Minnesota Loan & 
Trust Company, was chosen secretary and 
treasurer. 





